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(1)

THE OFFICE OF MANAGEMENT AND BUDGET:
IS OMB FULFILLING ITS MISSION?

FRIDAY, APRIL 7, 2000

HOUSE OF REPRESENTATIVES,
SUBCOMMITTEE ON GOVERNMENT MANAGEMENT,

INFORMATION, AND TECHNOLOGY,
COMMITTEE ON GOVERNMENT REFORM,

Washington, DC.
The subcommittee met, pursuant to notice, at 10:04 a.m., in room

2154, Rayburn House Office Building, Hon. Stephen Horn (chair-
man of the subcommittee) presiding.

Present: Representatives Horn, Turner, and Biggert.
Staff present: Russell George, staff director and chief counsel;

Randy Kaplan, counsel; Matt Ryan, senior policy director; Louise
Debenedetto, GAO detailee; Heather Bailey, professional staff
member; Bonnie Heald, director of communications; Brian Sisk,
clerk; Ryan McGee, staff assistant; Michael Soon, intern; Trey Hen-
derson, minority counsel; and Jean Gosa, minority clerk.

Mr. HORN. A quorum being present, the Subcommittee on Gov-
ernment Management, Information, and Technology will come to
order.

The Office of Management and Budget is one of the most impor-
tant agencies in the executive branch of the Government. The OMB
coordinates the legislative opinions of the administration and re-
views and recommends budget requests to the President, which he
then decides and submits an annual budget to Congress. The budg-
et is a key document of State that affects the funding level of near-
ly every Federal program that Congress provides.

OMB directors and some of the 500-member staff also coordinate
the opinions of relevant departments and agencies. OMB reminds
the President that legislation is not in accord with the program of
the President, whether it should be signed or vetoed.

In addition, the OMB has an enormous impact on U.S. busi-
nesses because of its role in determining Federal regulations that
affect everything from how buildings are designed to the amount
pollutants that industries may release into the environment. The
OMB is clearly at the pinnacle of the executive branch of the Fed-
eral Government.

During the Harding administration, the Budget and Accounting
Act of 1921 created OBM, OMB’s predecessor, otherwise known as
the Bureau of the Budget. For housekeeping purposes, the Bureau
of the Budget was lodged in the Department of the Treasury, but
it reported to the President. A core group of professional staff mem-
bers were attracted, and over time, for the first time the President
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was able to make a true integrated executive budget which rec-
ommended the choices of the Nation’s Chief Executive.

It used to be that every cabinet officer just sent their estimates
in to the Treasury Secretary, he put a nice pretty binder on it, sent
it up to Congress, they tore it all apart, and the 13 subcommittees
of Appropriations probably go back to about 1865 when they cre-
ated the Appropriations Committee out of Ways and Means.

So for the first time in the 1920’s, although a couple of Presi-
dents had tried it, Harding was able to see it done. And we had
an integrated budget where the Chief Executive could truly tell
people that he had control over the executive branch. And over the
years, the Bureau had a very fine professional staff it built up. It
didn’t matter whether they were serving Republicans, Democrats,
or whoever. They were professionals.

Under the Nixon administration, the word ‘‘management’’ was
added to the agency’s title with the hope that the power of the
budgeting process would force Federal agencies to pay greater at-
tention to management issues. And I happen to have been a very
strong fan of that reorganization. It turns out I was dead wrong.
That has not been the case. We have not had the management as-
pects that we should have.

If the Federal Government had a proper management structure,
all Government agencies would have begun preparing for the year
2000 computer problem a decade ago. But in fact, only the Social
Security Administration had a management team with such fore-
sight. Last week, the subcommittee learned that again this year
the executive branch failed to produce governmentwide financial
statements that auditors could say were reliable.

It is important to note that this lack of leadership is not limited
to the current administration. Throughout OMB’s history, begin-
ning with the Nixon administration, management and budget
issues have competed for attention. And we all know the big prob-
lem with the budget and how to get it under control, how to get
a balanced budget. When you have that, the director is fully occu-
pied with his or her time.

We have distinguished witnesses today who can discuss the inner
workings of the Office of Management and Budget and we hope to
learn whether the ‘‘M’’ in OMB stands for ‘‘management’’ or ‘‘mi-
rage.’’

It is now my pleasure to yield time to the gentleman from Texas,
Mr. Turner, the ranking member of the subcommittee.

Mr. TURNER. Thank you, Mr. Chairman.
OMB’s predominant mission is to assist the President in over-

seeing the preparation of the Federal budget and to supervise its
administration in executive branch agencies. In carrying out this
mission, OMB is forced to wear many hats. These duties include
the development of management of budget, policy, legislative, regu-
latory, information, procurement, and management issues. In addi-
tion to these considerable responsibilities, Congress is constantly
adding new ones.

We can all agree that OMB has a very important and difficult
job. We are here today to assess how OMB is carrying out its mis-
sion and to determine whether Congress is providing adequate
funding and support to this entity. We want to make sure Federal
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managers have all the tools and all the incentives necessary to per-
form their jobs well.

I want to welcome Director Jack Lew this morning and commend
him and all OMB employees for the excellent work and dedication
and professionalism they have exhibited. Jack, you have shown an
even hand in running OMB. It has been reflected in the credibility
that you enjoy on both sides of the aisle here in the Congress. And
I believe it is the OMB’s steadfast work on the budget that has
helped us come to the point where we can enjoy surpluses in the
Federal budget for the first time in 30 years.

I want to thank the chairman for focusing on the issue this
morning. It is a very important one. I look forward to hearing from
all of our witnesses.

[The prepared statement of Hon. Jim Turner follows:]
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Mr. HORN. I thank the gentleman.
We will now swear in the witness.
[Witness sworn.]
Mr. HORN. The clerk will note that the witness has affirmed the

oath. We welcome you here and please proceed in any manner you
like. You have a wonderful 30-page statement. Don’t read it. But
if you can get the high points, which is what our rule is, then we
can have a dialog.

STATEMENT OF JACOB LEW, DIRECTOR, OFFICE OF
MANAGEMENT AND BUDGET

Mr. LEW. Thank you, Mr. Chairman.
I would be delighted to summarize my opening statement and

would ask that the full statement be included in the record.
Mr. HORN. Without objection, your prepared statement will ap-

pear in the record.
Automatically every time we introduce the witness the full state-

ment is in the record.
Mr. LEW. Thank you, Mr. Chairman and Congressman Turner.

It really is a pleasure to be here this morning to be able to take
some time to talk about the many important functions that the Of-
fice of Management and Budget serves.

I would like to begin by introducing Sally Katzen, who is with
me here today, who serves as counselor to me, as Director. As you
know, she has been nominated to be the Deputy Director for Man-
agement and works on many of the issues that we will be discuss-
ing today.

Before going into my formal remarks, I would like to begin by
saying a word about the OMB staff and associate myself with the
comments of both of you. I think one of the secrets of Washington
is the excellence of the OMB staff, the dedication of them, and the
fact that it is not a political staff. In an organization with 518 full-
time positions, the vast majority are career public servants who
serve administration after administration. They are really the
backbone of our efforts, both in terms of what we do in the budget
and what we do in management, to give the President the kind of
advice he needs, the guidance to agencies, and to work with Con-
gress as effectively as we can.

In my opening statement, I would like to talk briefly about the
different functions of the Office of Management and Budget be-
cause I suspect there is going to be some interest this morning in
talking about the breadth of functions, not just the budget func-
tions that are fairly well known.

As you noted in your opening remarks, it ranges from procure-
ment policy and regulatory policy to funding levels for individual
programs. It is really the full scope of the work that the Federal
Government does.

We are organized in a way designed to integrate the different
functions that OMB has. We have five resource management of-
fices, which have agency and program responsibility. They play a
key role in developing the budget and executing the budget, and
also in working with the agencies on an ongoing basis on imple-
menting their programs.
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We have the Budget Review Division, which analyzes the aggre-
gate trends. One of the things that has really changed in terms of
budgeting over the last 25 years is the ability—partially because of
information technology—to do much more by way of aggregate
analysis and to understand how the pieces add up and what the
trends are in a way that you couldn’t when you were doing it on
manual kinds of ledgers.

The Legislative Reference Division, as you noted, Mr. Chairman,
gives us the ability to coordinate across the Government uniform
positions so that agencies conform to the policy the President has
made and so that agencies with competing interests have a way of
working through their differences so that there is a single execu-
tive branch position.

We also have three statutory offices, which are lesser known out-
side of Washington but perform key functions around the Govern-
ment and in terms of coordinating the efforts of all of OMB’s staff.
We have the Office of Federal Financial Management, which devel-
ops and provides direction on the implementation of financial man-
agement policies. We have the Office of Federal Procurement Pol-
icy, which leads in our efforts to improve and make more efficient
our procurement laws and the implementation of those laws. And
we have the Office of Information and Regulatory Affairs, which
participates in the rulemaking process, the information technology
process, and monitoring paperwork burden.

We have tried to organize, over the last 7 years, to have these
different offices integrated, to have a kind of desk officer system.
Within each of the statutory offices there are resources available to
each of the resource management offices so that we can team to-
gether people who are expert in the substance and programs of an
agency with other offices who have analytic technical skills that
need to be available broadly across the organization.

We have made tremendous progress in that ongoing effort. We
will continue, and I hope my successor will also continue, with this
effort.

The traditional responsibilities we have are obviously develop-
ment of the budget, the presentation of the budget, and the defense
of the budget. And there is no doubt that that takes a considerable
amount of our time. The budget process, being as it is, is not a 1-
or 2-month process. It goes across the whole year. We have tried
very hard to use the islands of time between the internal deadlines
to produce a budget and the congressional schedule to focus senior
management effort on the management issues as well as the budg-
et issues over the course of the year.

I probably have a slightly different perspective than many direc-
tors because I have been at OMB for 51⁄2 years—I am right up
there with our career staff in terms of length of tenure on average.
Our workload burden has grown. It has grown for good reasons. We
have worked well with the Congress on laws like Clinger-Cohen
and GPRA that have given us new and modern tools to try to take
the management responsibilities and really put some effective tools
behind them.

I would note that over the course of the increase in those respon-
sibilities we have decreased the size of our staff. We have become
more efficient, but we also have heavy workload burdens. And it
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is for that reason that in the budget we presented this year we
asked for additional resources. I think it is an appropriate time, at
a point of transition, for us to look ahead at the next administra-
tion, regardless of party, and say that these functions are impor-
tant and we do need more resources to perform all of them.

We have tried to take the management role very seriously in my
time at OMB. And I think that evidence of that is apparent in both
the formal mechanisms of the interagency committees that we
have, that have done a lot to share best practices between agencies
and help develop those practices, and the less formal approaches,
such as the efforts to coordinate with heads of agencies and work-
ing levels in agencies on specific problems.

There are really two kinds of management challenges. First, the
governmentwide management challenges, which are very impor-
tant. These range from dealing effectively with the Y2K problem—
where I think we have a success we can be proud of—to trying to
make the kind of progress on our audited financial statements that
keeps us moving in the right direction.

We also have agency-specific problems where we see that agen-
cies either are not doing something that they need to do well; or
areas where they could be getting a lot more done if they made
changes. And we try to engage with the agencies both at the broad
and at the agency-specific level. I won’t contest the notion that
there are limits on our time. There certainly are. But we try, with-
in those limits, to be effective at both the governmentwide and the
agency-specific level.

I would like to say a word about GPRA because I know that this
committee has a lot of interest in it.

I have been very impressed at how much the culture of Govern-
ment policy thinking has changed over the last couple of years. At
my first Director’s review, the ability to focus on results in terms
of the analytic process was very different than it is now. Answers
to questions about results more often gave you information about
input than output. We are now at a stage where I think we have
made enormous progress, though we have a lot more progress to
make. We engage in discussions on virtually every major policy de-
cision, probing on the question of output.

We are not at the point where the measures are as refined as
they should be, we are not at the point where I would want to have
mechanical decisions flow from that analysis, but we have changed
the way we think, which is the first stage you have to go through
to incorporating the results-oriented analysis into budgetary policy.

I would like to say one word in conclusion about the connection
between the budget and the management issues. I have no doubt
in my own mind that it is very important to have the budget and
management functions together because the budget responsibilities
give you the ability to raise management issues in a way that if
the management issues stood on their own I fear you wouldn’t be
able to. There is something that focuses the mind when there is
funding at stake.

There is no question that OMB’s ability to help shape the Presi-
dent’s budget request and work with Congress on the ultimate
funding levels has a lot to do with our ability to work with agencies
on the management question. So while I think there are very im-
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portant questions that we need to resolve in terms of how to do
even better on the management side, I think there is a very impor-
tant connection between those functions that I suspect we will talk
some more about.

It is a pleasure to be with you this morning and I look forward
to answering any questions you may have.

[NOTE.—The report entitled, ‘‘FY 2001 Annual Performance Plan
and FY 1999 Performance Report,’’ may be found in subcommittee
files.]

[The prepared statement of Mr. Lew follows:]
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Mr. HORN. Thank you very much for that statement.
Mr. Turner and I will be alternating on questions. Each of us

will take 10 minutes.
So let me start in with the general management questions.
What percentage of the Office of Management and Budget’s staff

of 518 is devoted full-time to governmentwide management issues?
Mr. LEW. The exact number of employees is in the 80’s; 89 full-

time employees are devoted to management issues.
Mr. HORN. Could you tell me where they are put around? Are

you counting OIRA and other groups like that?
Mr. LEW. I am counting the statutory offices, in particular.
I think that the difficulty of answering a question like that has

a lot to do with the integration between the budget and the man-
agement functions. If you look at a division like our General Gov-
ernment Division, where we have program examiners, who are con-
sidered on the budget side. They are not full-time management, but
if you look at the responsibilities they have, they include working
with GSA on real property policy. They include working with our
Health and Human Resources Division. They involve working with
the Office of Personnel Management on governmentwide personnel
policy.

I think I would answer the question very differently if you asked
me what percentage of OMB’s staff efforts are put into manage-
ment issues. I don’t know that I would have an exact answer, but
it is a much, much higher percentage. And the desk officer system
gives us the ability to integrate the full-time management positions
in a way that I don’t think was possible before OMB 2000, when
there was a much, much harder wall between the two functions.

And I think we have made progress in bringing the wall down
and having virtually all of OMB’s 518 employees think about man-
agement in the course of everything that they do.

Mr. HORN. What are the two major management examples that
are a plus for the administration and the Office of Management
and Budget over the last year? What would you say are your major
two management successes?

Mr. LEW. I know this is going to be contrary to your own opening
remarks, but I think you have to start with Y2K. Managing the
Y2K problem was probably the single largest management chal-
lenge the Federal Government has had in modern times. The rela-
tionship that we at OMB had with John Koskinen, who coordinated
the effort on behalf of the President and the White House, was
unique. John is a former Deputy Director for Management and he
understood all the levers that OMB has, all the talent and ability
that OMB had in this area. And it was full cooperation where we
put the full resources of the Federal Government to work to tackle
the task.

Whether it should have begun a month or a year earlier is some-
thing we could have a long discussion about. I think we have re-
sponded well as the need to respond became apparent. But there
is no doubt that we succeeded. We accomplished what people
thought was an impossible task.

Mr. HORN. You did not succeed until we got John in there. And
of course, this committee started in April 1996. Nothing much was
happening. John was there as Deputy Director for Management.
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Nothing was happening. Then he retired. Then he was brought out
of retirement. The President made an excellent choice when he
brought him out of retirement. But he wasn’t doing that job which
he should have been doing if that is a major management task—
and I agree that it is.

Here is Social Security, out in 1989, doing it. And nobody is pull-
ing in everybody and saying, ‘‘Look, Social Security says this is a
problem. How about your affairs? Isn’t that a problem for you?’’
Nothing was happening.

Mr. LEW. I think the characterization that nothing was happen-
ing is a bit unfair. I think there were a lot of things happening,
but I won’t contest that it wasn’t as much of an effort as we ulti-
mately put in.

I think if you look at public and private response, we were re-
sponding in a way that was similar to the private sector. When we
realized the problem was much larger, we put more resources into
it. The decision for John to come back is one that we encouraged.
We understood there was a need to do this in a way that was dif-
ferent from the way that normal management challenges were
done. And I don’t think it could have been done without the very,
very significant devotion of resources at OMB.

Let me give you an example.
The funds that Congress provided for the Government to deal

with the Y2K problem were provided in a fund that the President
could disburse based on advice from the Office of Management and
Budget. I don’t think there is another entity in Government that
could have worked with every agency in Government to effectively
allocate limited resources.

I can tell you that the demands for resources at the initial mo-
ments when that money was made available far exceeded what we
could have used the money for, and wouldn’t have solved the prob-
lem. We worked the way we can at OMB, agency by agency, sepa-
rating out what are desires for more funds generally from what are
desires for funds to deal with Y2K, and coordinating the effort in
the way we did.

So I think it was a model of partnership. I applaud you for the
efforts you have made in this area. I don’t think this is an area
where there is really a lot of conflict between us. The only thing
I am contesting is that we did nothing before. I think that as the
problem grew, our efforts grew.

Mr. HORN. Well, when your predecessor took command down
there, I suggested to him that we not waste time on budget years,
we reprogram existing money. He agreed with that and did it.

Mrs. Maloney was then ranking member. She and I were sending
quarterly surveys to the cabinet. We started with the cabinet. Two
had never heard of the operation, and that was the Secretary of
Transportation and the Secretary of Energy. I was sort of amazed.
Then he said they would be glad to do that, and you did a fine job
on getting the quarterly report.

My problem was with 10 years gone by. We wrote the President
and said that he needed a coordinator of this effort. And as I said,
he made a very fine choice, but it took forever to do it. I call it the
‘‘Perils of Pauline,’’ strapped to the tracks and the train is coming.
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And somehow she escapes for the next Saturday movie. We were
very fortunate.

But even when John was picked, he didn’t take office until April
1998. So a lot of time had been lost. And while we muddled
through, as the British say—and we are fortunate in that—what
else was going on at OMB besides Y2K, if you say something was
going on there?

Mr. LEW. During the period we were dealing with Y2K, we had
also been working in procurement policy, and information tech-
nology generally. My predecessor worked very hard to try to take
the Clinger-Cohen Act and to turn it into a tool that the Govern-
ment would use. Since the act passed, we have used what we now
call the Raines Rule to try and get the agency to focus on long-term
information technology investment in an orderly way so that we
won’t have a repeat of the problems that we had seen before.

It is not an easy thing. Agencies had difficulty with major infor-
mation technology procurement. There were many, many experi-
ences where agencies bought systems that were incomplete, where
they couldn’t finish the systems on budget, where they didn’t have
the ability to do what they needed when the systems were done.
I think we are doing much better.

Just in recent weeks, we have extended the same kind of ap-
proach that we have been using on procurement to security. We
sent out guidance to the agencies just a few weeks ago to try and
have the same kind of central focus. I think it is really a very good
example of how the budgetary and management functions reinforce
each other.

The time of year I have the most leverage to look at the Clinger-
Cohen Act and make it stick is when agencies are asking for money
for their computer system. If I say that I am not going to rec-
ommend it to the President if they haven’t complied with Clinger-
Cohen and the Raines’ Rule, they can’t go forward. It is very dif-
ficult to make an appeal for your computer system.

And we have gotten the agencies to understand that this is not
a passing interest. It is part of the way we budget and part of the
way we approach management. It is far from a job completed. And
it is nothing that anybody will ever complete. Given the nature of
the technology, it is always changing.

Mr. HORN. I am delighted that you are doing that survey. We
have asked the Comptroller General to do a survey of all the execu-
tive branch hardware and software because we certainly learned
our lesson through Y2K. I am glad you are taking advantage of the
data that were put together. We will be glad to work with you, just
as we were on the Y2K. Two Speakers of the House said, ‘‘Give
them every dime they want on Y2K.’’ So you did not have any prob-
lem up here on money. We gave it to you.

Mr. LEW. Well, it took us quite a while to get the supplemental,
if you recall. We were very worried when it was pending, but we
did get it in the end, and we did it.

Mr. HORN. You got every dime.
Mr. LEW. In the interest of——
Mr. HORN. We can’t do what the other body does, and we won’t

even mention that.
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Mr. LEW. But in the spirit of GPRA, though, I would hope that
we would look at the results of Y2K, which was a real success. And
the success wasn’t an accident. It was the result of hard work here,
hard work by OMB, and hard work by all the agencies. I think we
should be proud of it.

Mr. HORN. Is it correct that you haven’t got similar reporting for
computer security issues? What is OMB doing there?

Mr. LEW. In the guidance we put out, we tried to set up what
will be a new kind of reporting on computer security issues. We are
using the work that we did in terms of Y2K, identifying the critical
missions and working through in priority order.

The question of computer security is a very complicated one.
There are competing goods that we have to balance. In the guid-
ance, we tried to take appropriate concern for both keeping on a
path toward becoming part of the electronic commerce, electronic
government, and protecting privacy interests.

And one of the things that was striking to me in putting that
guidance together is that the solution is as much low-tech as it is
high-tech. It is changing the culture of the system where people
leave their computers on at night, they don’t log off.

It’s not all a question of technology. Some of it is a question of
just changing our practices. I think we have to deal with the fact
that the threat to computer security involves people who are at the
cutting edge who are always going to try to stay a step ahead of
us. We can’t think of this as a problem to solve today or tomorrow.
We have to get involved in a process where we are always vigilant
for what the threat is and how to stay a step ahead of those who
would threaten computer security.

Mr. HORN. My time has expired. I am going to yield 10 minutes
to the ranking member, Mr. Turner of Texas. We might get back
to computer security if he does not pursue that.

Mr. Turner.
Mr. TURNER. Thank you, Mr. Chairman.
Mr. Lew, I want to followup on some of the things the chairman

got into.
But first of all, I want to ask you to describe for me what the

Office of Information and Regulatory Affairs does.
Mr. LEW. They do a number of things, Congressman Turner.

Regulations that agencies are promulgating are cleared by the Of-
fice of Information and Regulatory Affairs. Major rules go through
a cost-benefit analysis. To the extent that agencies have concerns
across jurisdictional lines, OIRA provides a mechanism for coordi-
nating conflicting views. And that is one of the major responsibil-
ities.

Another major responsibility is working with agencies on their
information technology management. A third is the Paperwork Re-
duction Act where OIRA works with the agencies approving new
paperwork requirements. Actually one of the things we are about
to do is to undertake an interagency effort to see what we can do
to further reduce paperwork requirements.

So there really are quite a wide range of responsibilities at
OIRA. It is a very heavily worked division.

Mr. TURNER. Your answer made my point.
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I am very interested in the issue of trying to develop greater ex-
pertise and a more aggressive approach to implementing e-govern-
ment. I am of the view that we are falling behind the private sec-
tor. It is a very rapidly evolving field and Government generally
walks and the private sector is now running. We have to figure out
how to run as well.

Your discussion with Mr. Horn was relevant on this point, and
that is your high regard for the efforts OMB made in cooperation
with Mr. Koskinen, who is properly viewed as the Y2K czar. I
think his official title was special assistant to the President.

I am currently working to try to get the staff of our committee
and Mr. Horn on the same page, to come up with some kind of pro-
posal that will place the John Koskinen-type model within a con-
text of information technology and the emphasis on e-government.
I am convinced that unless we take this kind of very direct ap-
proach and create this kind of emphasis, that the Federal Govern-
ment is going to continue to lag behind in the development of e-
government.

We have some issues that I am sure you and the OMB have
some opinions to share with us on. I want to be sure that we have
a chance here to air those out because I know when we talk about
creating an information technology czar or an e-government special
assistant to the President that we begin to step on toes and have
turf battles.

But if it be true that the John Koskinen model worked to solve
the Y2K problem, I think that type of model could also work to
bring a greater emphasis in the Federal Government toward imple-
menting e-government.

One of the things that I wanted to explore a little bit with you
was to get you to at least review the things that are currently
being done to implement e-government. In answer to one of Mr.
Horn’s questions, you made mention of the fact that in the area of
information technology we have taken steps to work with the agen-
cies to improve procurement of hardware and software.

That really was the beginning point, as I noted it as a former
member of the Texas Legislature and every State around the coun-
try, to try to create some central agency to assist the various agen-
cies of State government—and now the Federal Government,
through your work—to make sure we are buying the right equip-
ment, we are not throwing away money, and making the wrong
purchases.

Now, through the efforts of Mr. Horn, we have placed an empha-
sis in this committee on the issue of computer security, which prob-
ably ought to be described not only as computer security, but Inter-
net security. It is a very troublesome problem, both in the public
and private sector.

I am of the view that both procurement issues and security
issues fit within the broader context of this issue of e-government,
emphasis on information technology, and that if we had one per-
son—a John Koskinen-type person—who could take information
technology issues, computer security, procurement and place it in
one office, have some cooperative working relationship between
that individual, who would be directly accountable to the President,
who had a good working relationship with OMB so we don’t have
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a turf battle over this, that we could perhaps get emphasis on in-
formation technology that is needed to put the Federal Government
into the 21st century.

I am open to your suggestions, but perhaps the beginning point
is to have you review what we are doing currently.

Mr. LEW. Thank you, Congressman.
Let me begin by just a general observation, and then some spe-

cific observations on what we are doing, and perhaps some
thoughts about a separate office versus an OMB role.

At the conference the President had the other day on the new
economy, one of the executives of a high-tech company said that we
are probably, as a broad economy, not even 10 percent into the ulti-
mate potential of e-commerce. I don’t know if that is right or
wrong, but if it is the right order of magnitude, I don’t know that
we are very far behind as a Government.

There is certainly a lot that can be done in the private sector and
the public sector, but we are really accomplishing quite a lot. If you
look at the number of people who will file their tax returns elec-
tronically, the number of people who will be able to fill out their
census forms electronically, the number of people who were able to
follow various NASA missions on-line, these are just a few of the
many, many examples of the Federal Government being a real
presence in terms of e-commerce.

I would not suggest that we are half-way down the road yet, but
I think it is a very good beginning.

One of the things that we worked on before people were talking
a lot about e-commerce was electronic benefit transfer, which is
connected. It has a lot of potential in terms of e-commerce.

I would note that our efforts on that were a result of coordination
between John Koskinen, when he was Deputy Director for Manage-
ment, and one of our program associate directors, Ken Apfel, who
was at our Human Resources Division. I think there was a kind of
synergy in the way they worked that overcame many, many hur-
dles, which could have been used as reasons to doom moving into
electronic benefit transfer. It took years of work to get through the
hurdles, and I don’t think it could have been done without that
kind of coordinated effort.

The observation I was making earlier about the relationship we
had with John Koskinen when he was working with the Y2K proc-
ess and his own experience with OMB, I cannot overemphasize it.
John was unique in that as a former Deputy Director for Manage-
ment he had an understanding of how OMB could be effectively
used as part of the process. I think if somebody had come in with
expertise in information technology, but without John’s familiarity
with the different levers and tools, it would have been much more
difficult, if not impossible, to be as effective as he was.

I think that is suggestive of the importance of having the OMB
functions in this area remain strong, and remain real leadership
roles.

I think the Deputy Director for Management at OMB is an offi-
cial at a very senior level who reports to the President. We have
been frustrated over the last 21⁄2 years because we haven’t had a
confirmed Deputy Director for Management, but that is a separate
issue. I think one can expect the Deputy Director for Management
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to have a leadership role in this area, working with the head of
OIRA, who is a confirmed official, and coordinating with the agen-
cies.

I am afraid that if you were to split the function off and have
a kind of permanent, independent Chief Information Officer, you
would have to buildup resources to support that effort that would
mirror the resources we have in the Office of Management and
Budget if they were going to be effective. And the right answer is
to figure out how to continue to use the authority and the leader-
ship responsibilities at the Office of Management and Budget to
play a lead role in this area.

I would argue that the efforts we have made over the last 4 years
to improve the procurement processes could not be made outside
the budget process. I don’t believe agencies would do things dif-
ferently today than they did 5 years ago if it wasn’t a part of the
budget process.

On the other hand, the person sitting at the table in our direc-
tor’s review answering questions was a person who worked full-
time in the area of information issues who was a senior official at
OMB. There is a synergy there that can work.

I would say that we have many goals still to achieve in this area.
And I think that we look at the future as one with enormous oppor-
tunities, but we do have to balance concerns, like the privacy con-
cern I mentioned and others. We have to be connected, but we have
to protect people’s rights as well.

Mr. TURNER. I think we both understand that in Government
things occur, and action is usually taken when somebody says
there is a crisis. Of course, the Y2K crisis generated a lot of inter-
est, the right person was chosen for the job, and the relationship
that OMB had with him was an excellent one.

The concerns you just raised about placing someone in a high-
profile position, someone of the type personality of Mr. Koskinen
who had the credibility of Mr. Koskinen, to move forward on infor-
mation technology. I think the objections you just raised to putting
someone into that type of role could have been made by you and
the OMB when it was initially suggested that there was going to
be a special assistant to the President for Y2K.

So what I am looking for is an understanding of why the John
Koskinen-OMB relationship worked so that I can best figure out
how to structure a relationship between a special assistant to the
President on information technology—whatever you want to call
him—that might be a little bit more friendly title to OMB than a
Federal CIO—but whatever the title, the point is that the emphasis
that was placed on Y2K was part of the reason we were successful.
So I am looking for a way to highlight the importance of the Fed-
eral Government moving aggressively in the area of information
technology.

That is the ultimate goal I have. And I think Government, by na-
ture, is going to function more effectively in areas where we can
figure out how to structure something to give it the emphasis that
we want it to have, to make people pay attention—both within and
without government—to get the kind of support we need to move
forward. That is what I am looking for.
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Mr. LEW. Congressman Turner, if you look at the process we
went through in terms of setting up the office that John headed,
it was not at all random that the President sought John to come
back to do this. John brought the experience from OMB as well as
the experience he had in the private sector in terms of crisis man-
agement. He really brought a unique set of skills and was just a
tremendous person to work with, when he was Deputy Director and
when he was the Y2K czar.

I think it is difficult to generalize from that experience a kind of
formal approach that says, therefore there needs to be an inde-
pendent person. Regardless of the title. I agree with you that titles
can often make the discussions more difficult to think through.

If you’re talking about long-term Government procurement of in-
formation technology, management of information systems, and the
security of systems, I don’t believe it can be separated from the
broader question of agency management and agency budgeting. I
think it has to be integrated.

I don’t disagree with you that it’s something that my successors
will have to pay considerable attention to. But I think it has been
the case—at least for the last number of years—that OMB Direc-
tors have paid a lot of attention. OMB Deputy Directors have paid
a lot of attention.

The Y2K crisis was unique in that it was driving to a single day.
If we didn’t take care of it with the clock ticking down, we faced
potentially very severe consequences. The longer term problems
don’t have that kind of a deadline where a crisis approach is going
to be the most effective.

We need to have an ongoing effort—where we don’t say it is
going to be a 1-year effort or a 2-year effort. I have absolute con-
fidence that computer technology 10 years from now will be far, far
ahead of anything I could predict. That has been the history of in-
formation technology. We can’t do it once and then say that we are
done. It has to become a process. It is going to be expensive. It in-
volves the way agencies work and agency resources.

I think it is central to how we do the business that we do. I don’t
disagree with you in terms of the fact that we need to pay very,
very serious attention to it. But I believe we have. And we need
to continue to do so, and I think more so.

Mr. HORN. Thank you very much for that series of questions. We
will now have 15 minutes, since Mr. Turner had 15 minutes. And
then we will get back to 10 minutes.

Let me go back to a few of these other things so we don’t forget
them.

In OMB’s fiscal year 1999 performance report, you identified a
goal of ‘‘working with all agencies to assure that their financial sys-
tems comply with the Federal Financial Management Improvement
Act of 1996.’’

Last week, the Comptroller General of the United States testified
that 19 of the 22 agencies that had submitted audit reports did not
comply with the act.

Considering this lack of compliance with this law, could you give
me some feeling of what the Office of Management and Budget is
doing to achieve that goal?

Mr. LEW. Yes, Mr. Chairman.
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We, obviously, have set goals for ourselves in this and a number
of other areas to try to stretch to do the very best we can. I think
we have made a lot of progress. We did better this year than last
year. We need to do better next year than we did this year.

The process of doing the audited financial statements has been
a difficult one. It was the first time in the history of our Govern-
ment that we did this kind of stock-taking. And I think it is enor-
mously important for agencies to get their hands on doing this
right. To understand where your assets are and what your re-
sources are is key to making policy judgments. And there have
been many instances where if agencies had a better handle on their
financial statements, they could have solved some of their own
problems without having to come to Congress, without necessarily
needing to make some other policy decisions that they made.

The fact that we still have a ways to go is something we have
acknowledged clearly. The fact that we have made progress is
something that we have also pointed out, and I think that GAO has
also pointed out.

Mr. HORN. I commend you and the Office of Management and
Budget on the results-oriented legislation of 1993–1994, which was
truly bipartisan in terms of the Congress. When do you think these
agencies will be in full compliance with the act? We gave them 5
years to give us a balance sheet with the 1996 fiscal year, then
they have had a chance at 1997, 1998, this is now 1999. How do
you think we are going to get full compliance? Do they take this
seriously?

Mr. LEW. Yes, they do take it seriously, Mr. Chairman, and we
take it seriously. If you look at our priority management objectives,
this is right up there on our list of priority management objectives.

We are going to continue to stretch to try and do it as quickly
as possible. And I am going to hesitate to give you any kind of a
date because, frankly, it will be beyond my term as Director, and
that is for whoever sits here next to make a commitment on.

I think we have performed well in terms of making progress. I
am disappointed that it is a difficult process, but I think we all
know it is a difficult process. And one can face a difficult challenge
like that by saying that you can’t do it in 2 years or 5 years, there-
fore it is not important. Or you can say, we have made a lot of
progress over 5 years, and we will make a lot more progress over
the next 5 years.

Mr. HORN. Ten years have passed since the enactment of the
Chief Financial Officer’s Act, and that also was a bipartisan act,
just as was the Inspector General’s and the Chief Information Offi-
cer’s.

As you can see from the report card, which we issued last week,
17 out of the 22 Federal agencies reported one or more material or
significant weaknesses. And as you noted in your testimony, the
Office of Federal Financial Management exists for the purpose of
developing financial management policies.

What is the office doing to address the serious problems of poor
internal control throughout the Government? Practically every
agency is inadequate in the internal controls.

Let’s move it closer to the director so he can see it.
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Mr. LEW. I am afraid it will have to get a lot closer before I am
able to read it. [Laughter.]

Mr. HORN. We have little charts around here, but they sure
haven’t increased in the size so any of us can read it.

Move it up closer so he can see it. Just keep moving it, about 5
feet.

Mr. LEW. I think the whole approach to solving a problem like
financial management, having a situation where agencies do have
internally consistent controls is one that is going to take some
time. I personally have some questions about whether the grades
are right or wrong. This isn’t the place to go through line by line
and question.

Mr. HORN. We would welcome OMB giving us some standards.
We are hoping to work with you on the computer security thing by
agreeing on some standards that reasonable people could do in
order to solve the computer security thing, which is a major situa-
tion that faces this country.

Mr. LEW. As you know, we are working with the agencies trying
to develop a coordinated approach. I think to have a single set of
standards may not be the right approach there because the stand-
ards would evolve and change as the threats change. But, we agree
there should be the protocols in terms of individual responsibility
for their computers, agency responsibilities for having systems in
place, coordination with the private sector. A few weeks ago, the
President had a conference on Internet security. There was a very
interesting spirit of cooperation that was cautious but optimistic.
The Government would be good partner in not telling the private
sector exactly what had to be done in the area of Internet security.

It is a different world when we are interconnected. And we have
to be careful not to impose such rigid requirements that they spill
over and impede the private sector’s ability to deal with many of
these problems.

We are working with them, and there is a cooperative, voluntary
working arrangement that I think is very promising. But I think
we have to be careful about being too rigid about it, or we could
chill the progress.

Mr. HORN. We would welcome what your standards are and take
a look at it. We are not wedded to the grading. We do grade on
an absolute. It is not a relative little curve. You can be all As or
all Fs. Right now, we have a real problem.

Mr. LEW. Yes, I think we have made a lot of progress in terms
of the audited financial statements. The need for better internal
controls is one that we share. I don’t think that we would question
the need to have better internal controls. But we have gone from
a situation that was quite behind where it should be to a situation
that is perhaps further along than this set of grades suggests, and
the direction we need to continue, making improvements.

I would hope we could work together on this. The notion of doing
it on a report card basis has a certain kind of——

Mr. HORN. Well, it hones it on people. Some of my friends in the
cabinet have tapped their Y2K report card on their door to shape
up their bureaucracy.

Mr. LEW. I don’t think there is any question that we want to
work together on developing better internal financial controls. And
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we view that as something that is not a partisan issue. It is some-
thing that we should have a shared——

Mr. HORN. Just good Government?
Mr. LEW. Yes, just good Government.
Mr. HORN. Last week, the Comptroller General also testified be-

fore the subcommittee that agency financial systems overall are in
poor condition, cannot produce consistent reliable information to
manage day-to-day Government operations, and that it took heroic
efforts for agencies to obtain clean opinions.

Given those statements by the Comptroller General, how can you
say that agencies have improved their financial information? And
what is OMB doing to address the issue?

Mr. LEW. I would note that more agencies have clean opinions,
more of them have timely clean opinions, and some of the agencies
that have yet to get clean opinions are a lot closer.

I would rather succeed in a heroic effort than fail to try.
Mr. HORN. We agree with that. Boy Scout values are very good.

I am all for them.
The Debt Collection Improvement Act—dear to my heart—passed

and enacted in 1996, requires agencies to forward delinquent debt
to the Treasury Department. The subcommittee has concerns be-
cause many agencies are doing a poor job submitting this debt for
collection. This is money owed the taxpayer.

What is the OMB operation doing to facilitate the referral of the
billions of dollars of delinquent debt to the Treasury for collection?

Mr. LEW. Over the last number of years, we have been trying to
work quite broadly to improve our debt collection practices. We
have worked with the Congress on a number of occasions on legis-
lation that gave us tools that were more effective. In this last set
of appropriations bills, in the area of student loan debt collection,
we had an important provision which we very much supported that
would permit us to be much more aggressive.

We have a kind of structural problem in debt collection. Agencies
in the past haven’t felt the direct incentive to collect debt. It didn’t
affect their program one way or the other. It was a burden. It was
something that wasn’t very popular in the community they were
working in. It is an area that we—working with this committee
and others—have had to be very aggressive about saying, ‘‘We just
have the same obligation here that we have in terms of collecting
taxes that are due and that the private lenders have in collecting
loans that are due.’’

It is just not an acceptable standard that you can ignore the need
for debts to be properly paid.

I think we have made some progress. We have made progress in
terms of defaulted loans. We have made progress in the student
loan area. The challenge is one that I think we at OMB, this com-
mittee, and the appropriators with their broader view of Govern-
ment, see more clearly than some of the constituent parts do. And
I would hope this is an area where we could continue to work to-
gether on a bipartisan basis.

Whether you believe in a big Government or a small Govern-
ment, I think we all believe that people who make a commitment
to repay should keep their commitment and there should be con-
sequences if they don’t repay.
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In terms of the mechanisms we use, the new-hire data base being
made available for student loan debt collection is an enormously
powerful new tool. On the other hand, we have to be careful not
to so burden the new-hire data base that it becomes an
unsustainable device to use for its basic purpose, which is child
support enforcement.

Suggestions have been made over the years that we be more ag-
gressive in terms of using the Treasury IRS process. We are very
worried that you have to be careful how you do that. The Treasury
is very worried that in a system of voluntary tax compliance, if you
go too far in that area, you may have a problem in terms of vol-
untary tax compliance that is greater than the debt collection bene-
fit.

I think these are areas where we have to proceed aggressively,
but carefully. And I have been very focused on this myself just be-
cause it is one of those Government things we ought to do. If you
believe that the Government should be making small business
loans, then defaulted small business borrowers should be required
to either repay or the assets should be sold and the Government
should be in a position the bank would be in.

And we are moving in that direction. We are doing better.
Mr. HORN. Well, I am glad to hear it because it is long overdue.

And it goes back to about 1991 with the Internal Revenue Service
where they started getting about $100 billion that they claimed
they couldn’t collect. I think a lot has to be done by the authorizing
committees here. Mostly in the 1996 Act we handled the non-tax
debt because there were little problems with jurisdiction.

But let me move to the Government Performance and Results
Act, on which OMB was very helpful. That, again, was a bipartisan
bill in 1993.

In your opinion, have the Federal agencies met the performance
goals listed in the performance plans? What do you think about it?

Mr. LEW. I think some have and some haven’t. But I don’t be-
lieve that meeting the goals 100 percent is necessarily the right
measure. If every agency met the goals, I think it would tell us
that the goals were set too conservatively and in too constrained
a manner. The goals are meant to force agencies in the direction
they should be moving. It ought not to be set at a safe level where
they are 100 percent sure they will meet them. The idea of stretch-
ing to meet goals is as important as having 100 percent success
meeting the goals.

And I think the agencies are taking it very seriously. We have
tried to integrate review of these performance measures with the
budgetary reviews because that is the way to really get the sense
of not just how we’re doing on a numerical basis, but what it
means in terms of the real programmatic results. It has been im-
pressive to me that we have moved in a lot of cases from very soft
input measures to output measures to outcome measures, where
agencies are coming in with much more clearly defined senses of
how many units of progress they expect to make.

I don’t think they should be expected to get 100 percent.
Mr. HORN. Well, I agree.
Is there a unit in OMB that can help the agencies in terms of

figuring out measurements of either surveys of citizens so that they
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know whether they are getting, say, certain types of nutrition or
not? It seems to me the financial indicators really don’t mean a
thing, but the delivery is what counts. Are we trying to make
change and help people?

How are those measured? Does OMB have any little unit that
calculates this?

Mr. LEW. I would say that it is a combination of a unit and the
whole organization.

The Deputy Director for Management has the lead in working on
this issue. In order to really get into the programmatic details, we
draw on the resources of our resource management organizations
and work together.

I think we have overcome some of the kind of cultural or jurisdic-
tional barriers that may have existed 10 years ago in asking ques-
tions like this. If you asked a program examiner whether he or she
needed any help in this, that is what we do in the first place. If
you had asked someone 10 years ago if that was the budgetary re-
views were done, they would say they are measuring inputs, not
outcomes, not outputs.

I think we are now at a place where the people who have the de-
tailed programmatic knowledge of what is going on in terms of
interdiction of drugs, what is going on in terms of achieving higher
nutritional levels, and the people who have experience working on
conceptual approaches to measurement in management are
teaming together. We are working with the agencies and making
real progress.

In each and every review we had discussions that were much
better than any of the discussions we had had in the six reviews
I have been through. And it is not for lack of interest because my
predecessors as Directors were as interested as I. But we have
made progress. There is much, much more progress to be made.

Mr. HORN. I am glad to hear that.
I now yield 10 minutes for questioning to the gentleman from

Texas, Mr. Turner.
Mr. TURNER. Thank you, Mr. Chairman.
Jack, if you will excuse me, I want to go back to the subject we

discussed earlier.
When I asked you to describe the Office of Information and Regu-

latory Affairs, you identified that as the office that is charged with
information technology management, along with a host of other re-
sponsibilities you mentioned.

I have always been a big fan of the effort the Vice President
made in reinventing Government. I was particularly interested in
that because when that effort was initiated, some of the ideas we
had implemented in Texas on electronic benefit transfer on the
Food Stamp Program were looked at by that working group. It was
sort of the point at which the Federal Government began to move
forward in what they had seen that we had already done in Texas,
where we had been an advocate of using the smart card for food
stamps way ahead of any other State in the Nation.

And my impression was that because the Vice President’s em-
phasis on reinventing Government was put in place at the Federal
level, some new ideas flowed into the Federal Government and al-
lowed us to make some improvements.
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Information technology, as we all know, holds the opportunity for
both the public and private sector to make vast improvements in
the way we deliver services. For the Federal Government, we know
it is going to make it more accountable, more consumer/customer
friendly, more accessible to the public, more efficient, cost-effec-
tive—the benefits are numerous.

I really am interested in trying to work with you to be sure that
we can accomplish this goal of gaining a greater emphasis on infor-
mation technology than we currently have. I am not much to pre-
dict the future, but I would be very surprised if whoever is elected
the next President of the United States doesn’t have an aggressive
initiative on the utilization of information technology in the Fed-
eral Government.

The question I am trying to anticipate is, how do we structure
that so that it works well, so that it is more than window dressing,
so that the actual structure of that effort works within the frame-
work of the Federal Government?

Also, specifically, what is the current relationship between OMB
and the CIO Council, if there is any relationship?

Mr. LEW. OMB is the Chair of the CIO Council. Without a con-
firmed DDM, we are doing things on an acting basis, but we do
Chair the Council. And I think the CIO Council has been a very
useful arena for having these conversations. The guidance I just
sent out regarding computer security was very much the subject of
discussion at the CIO Council, drafts were circulated and dis-
cussed, and it was a forum for working through some of these very
difficult issues.

Regarding your characterization of my response on your first
question on OIRA, if I created the wrong impression, I would like
to correct it.

OIRA coordinates many of the information technology issues, but
by no means has sole responsibility at OMB. Let me give you three
examples of where OMB’s resources were drawn on broadly.

EBT I mentioned earlier where we had our resource management
office working with the DDM and OIRA. It was a real collaborative
task force effort working with the agencies.

Tax system modernization: working with our General Govern-
ment Division, coordinating with the agency, with OIRA’s exper-
tise.

The problems we have had over the years at HCFA with their
computer system: our Health Division was very much involved.

I think one of the things OIRA has the ability to do—and the
Deputy Director for Management, more importantly, has the ability
to do—is to draw broadly on all of OMB’s resources. We have a ca-
pacity that is unequaled in the Federal Government to reach into
agencies and work with them to help them solve these kinds of
complicated problems. I am afraid that if you set somebody up in
an independent office, they just couldn’t do that. Or if they did,
they would be doing it in a way that was less efficient.

I am never comfortable when questions of this nature come up
because I don’t think we should be ‘‘turfy’’ about these discussions.
If the best way to do this is to have an independent office, I would
say that. I don’t think in this case that that is correct. I believe
that if there is a problem with how OMB is doing it, then we ought
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to solve that problem by giving it the proper place in our priorities.
But I think to separate it from OMB is to weaken our ability to
get our hands on the problem.

And that doesn’t mean that there can’t be advisors in other
places. Surely, in many issues, we coordinate with the National
Economic Council, the Domestic Policy Council—there are numer-
ous areas where we have core responsibility where we coordinate
with other policy offices that report to the President. But I think
this is a little different than most of those in that it is kind of
cross-cutting. It is fundamental to what we are going to be doing
as managers of the Federal Government over the coming decades.
To suggest that you can separate it from other management and
budget concerns almost has the effect of putting it more at risk.

I know that is not your objective. I am giving you my frank view
of the tools that we have. And I would welcome—and I am sure in
the coming years my successors will welcome—the advice on how
to do it better.

Mr. TURNER. And I certainly don’t mean to leave the impression
that I suggest that we separate it any more than John Koskinen’s
office was separated from the OMB. What I am looking for is an
individual who can elevate the profile of information technology,
who has a unique background and expertise in the area. John
Koskinen seemed to fit perfectly for the job he was given. But when
we talk about the subject of information technology, I suspect if we
reviewed your background or the background of the Director of
Management, you would not find the background I am looking for.

Not only are we talking about background, but we are talking
about profile. I am looking for a structure that would enable the
Federal Government to place an emphasis on moving aggressively
in the area of information technology. I get the impression that one
of the roles the OMB performs rather well is the implementation
of current laws that have impact in information technology.

Your oversight role in implementing Federal law is, of course,
critical. But I don’t see a long-term emphasis on information tech-
nology policy of the nature that I think we need to see in the Fed-
eral Government. And I think a structure, an individual, an office
directly accountable to the President can be the spark plug that is
needed to allow aggressive implementation of information tech-
nology.

I agree that we need—as you shared with me, OMB has the over-
view, if you look across agencies. This individual needs to have that
ability. That person needs to be able to look into the Department
of Human Services and say, I see some areas there where we can
implement information technology in a way that perhaps we can do
it immediately. We can do it in that agency perhaps better than we
can some other. And that person can make the decision to say, We
are going to move aggressively in this agency for this reason. Then
perhaps establish a model or a pattern that then later other agen-
cies can follow.

So it is that kind of overview I am looking for. But it is also an
elevation of the profile of the issue.

Mr. LEW. I think it is important to separate the question of pro-
file and expertise from the tools that we have. In terms of profile,
to some extent that is something that one could change. If you look
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at my predecessor, by establishing as one of his major areas of con-
cern putting rules out that govern information technology procure-
ment, he was asserting that that was a central OMB responsibility.
One of the decisions I made when I took over was to be focused
very much on the implementation of those rules. It was very clear
that that was a question I was going to ask at every single budget
review. That word went through our organization, went back to the
agencies, and was part of our discussion of every agency’s budget
request.

The Clinger-Cohen Act was something we worked very closely
with the Congress on. That was a law that was an important law
where we played a creative and helpful role working with the Con-
gress, who ultimately has the responsibility for making the law.

I know John Koskinen pretty well, and don’t believe that on
paper his background is as a computer expert, either. He brought
a special set of personal strengths in terms of crisis management,
and knowledge of OMB as former Deputy Director for Manage-
ment. He was given the task to generate a public profile—because
it was as much a public education effort as it was a management
responsibility.

If you are looking at the long term, I would question whether
sustaining it as a crisis is the right approach. I think we have to
make it something that is just core and central to how we manage.
And that I think is quite central to our traditional roles at OMB
in terms of both management and information technology.

We share a common goal. I don’t think there is disagreement
that this is an area of enormous importance for the level of atten-
tion you are describing. I just think we need to work together,
thinking through what the present kinds of different approaches
are. I have made clear my own view, but I am delighted to continue
working with you on this.

Mr. TURNER. Thank you, Jack.
Mr. HORN. Thank you very much. We now have 10 minutes of

questioning.
Just to round out a few things and then get back to Mr. Turner,

the standards that I take it you will look for on computer secu-
rity—will you look at what an agency really needs to have in this
area? If you are going to do that, obviously we think that is a great
idea and you ought to get quarterly reports and we would like to
look at them, just like we did under the Y2K situation.

What is your feeling on that? Can we count on OMB for stand-
ards in this area? And about when will they be put together?

Mr. LEW. On February 28th, we sent out guidance to the depart-
ments with both a set of principles and a set of policies in terms
of how they should incorporate computer security into their plan.

Mr. HORN. Could we put it in the record at this point?
Mr. LEW. Sure, I would be happy to.
Mr. HORN. Without objection, that documentation will appear in

the record.
[The information referred to follows:]
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Mr. LEW. Regular reporting is important. Integrating it with the
budgetary decisions in terms of the IT budgets is important.
Whether it is quarterly or some other period I think is something
that we need to work on over time to determine the right fre-
quency.

Mr. HORN. On our general management situation on the goals
under the Performance Act, I looked at page 17, on appendix three
in the 1999 Performance Report, and you checked off that you had
accomplished your goal of ‘‘continuously working with agencies to
improve management practices throughout the Government.’’ Is
that an immeasurable goal? If so, how are you planning to see that
that checked-off item really has some teeth in it and where it
would be accomplished, as it says here?

I am dubious on that. That is why I am bringing it up to see if
we can get a little focus.

Mr. LEW. Again, it goes back to the efforts that we have that are
governmentwide and the efforts that are agency-specific. On a gov-
ernmentwide basis, the things that we are doing in information
technology, the things we are doing in financial management—
while we have a ways to go to achieve our goals, we are making
progress. We have discussed those at some length already.

With specific agencies, of our 24 priority management objectives,
12 of them are very much focused on specific undertakings with
agencies. I give regular reports on those and on not an infrequent
occasion work with heads of agencies on those. I think we are mak-
ing progress.

I am very proud of the work we have done with the INS to try
to take a backlog that was really, really unconscionable and turn
it around. It did not happen by accident. It happened because of
serious top-level by myself and by the Attorney General. It is not
a problem entirely solved, but it is substantially remediated.

I can go through other examples as well.
Mr. HORN. No. On that, how much credit would you give OMB

versus giving Charles Rossotti as commissioner?
Mr. LEW. No, INS not IRS.
Mr. HORN. OK. I thought you said IRS.
Mr. LEW. But in the case of IRS, we have worked closely on

many issues helping them get a handle on their own internal man-
agement issues. Mr. Rossotti brought with him the kind of exper-
tise that you are lucky to bring into Government in terms of infor-
mation technology.

But even there, we worked very closely with him to make sure
that the benchmarks required would be met and that it wasn’t
going to be a repeat of past problems which were very serious.

Mr. HORN. Well, since you brought up INS—and I am a Califor-
nian, border State, if you will—what do you think needs to be done
now? Do we need more agents? Is OMB willing to recommend to
the President that that happen?

I remember as a freshman making a speech on the subject that
hadn’t been made before, believe it or not, and we authorized a lot
of people. And it took forever to educate and train them because
you cannot just take anybody who is in enforcement and put them
on the border. They need to know languages, they need to under-
stand and be sensitive to what the situation is there.
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Mr. LEW. The priority management objective I was referring to
had to do with the naturalization side of INS. You are asking about
the border control piece of it.

There have been a number of difficulties. Setting a goal of hiring
new agents is one part of it. Actually being able to recruit and
train the agents is another. And we are in an economy where we
are competing with many other agencies and many other entities
as we try to recruit people for those jobs. There are many slots that
have been difficult to fill.

We have made suggestions in the budgets of the last few years,
which unfortunately have not been funded but I think would very
much enhance the efficiency of border control.

Mr. HORN. Have they been asked for in the budget?
Mr. LEW. We have requested for several years now things to aug-

ment human agents on the border. For example, there are tech-
nologies where posting of cameras at regular frequency along the
border and having SWAT teams come in when there is a problem
is a way of leveraging our personnel to cover the border more effec-
tively. That has not been funded. I hope we can work together on
things like that.

Mr. HORN. Definitely. And please file that for the record at this
point in the record.

Mr. LEW. I would be delighted to. It is both cheaper—because
you have a camera instead of the FTE—but when you don’t have
the FTEs and you can’t recruit them, you have to be more efficient
in how you use your resources, apart from just the money.

[The information referred to follows:]
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Mr. HORN. Let me move to the Privacy Act now.
I think OMB still has a responsibility for implementation of the

Privacy Act.
Mr. LEW. Yes.
Mr. HORN. Are you aware of the extraordinary backlogs that

exist in some of the agencies in responding to requests for informa-
tion under the law? In other words, it isn’t months, it is years.

What do we know about that and what is OMB doing about it?
Mr. LEW. The issue is more what is happening in the agencies

than what is happening at OMB. We get several hundred submis-
sions from the agencies. I am not aware of OMB backlogs of that
sort, but I would be happy to go back and——

Mr. HORN. When we had a hearing several years ago, there was
a 4-year wait to get your file from the FBI. I know they have put
more resources on that and we haven’t scheduled that hearing yet,
but I would appreciate it if OMB took a look at it and provided in
recommending in the President’s budget to get the resources so citi-
zens can know what is in Government files and not be put off by
4 years.

We even asked them—suppose a Member of Congress asked
that—it would take 4 years, too. So finally, the excuse was, if you
have a hearing about it—so I filed on that and we got the files. But
do we have to hold a hearing for every American in order to see
what is going on?

Mr. LEW. Our role is at a more general level where we set guide-
lines and generally review. I will have to go back and get some
more information about the backlogs that may be happening at the
agency.

[The information referred to follows:]
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Mr. HORN. I would appreciate it.
In the absence of the Deputy Director for Management, who

Chairs the President’s Management Council?
Mr. LEW. The Deputy Director designate is serving as the acting

chair, but all the official functions are handled by a confirmed offi-
cial. It is not an ideal arrangement.

Mr. HORN. I can imagine.
In OMB’s fiscal year—we have handled that enough, and I only

have a minute and a half.
So let me ask, what is your view of the proposal that I am pro-

posing on an Office of Management separate from the Office of
Budget with both directors reporting to the President? And one of
the reasons for this is that we need people who are directors, who
know something about the field. And we have very few directors of
the budget that have ever dealt in major management situations,
never headed a huge consulting firm, let’s say, that does this regu-
larly for corporate America. So give me your best shot at that.

Mr. LEW. I think that the benefits of keeping management and
budget together far outweigh any of the benefits you might get
from having separate individuals chosen for expertise in budget or
management to head either one. It is inherent to the job of OMB
Director that you will spend a lot of your time working on things
you have never worked on before. There is no person who can come
with prior knowledge of every agency of Government, every pro-
gram of Government.

The management issues are not different from the budget issues
in that regard. The OMB Director couldn’t do the job of OMB Di-
rector if not supported by an excellent staff. And I go back to the
career staff, which is the heart and soul of OMB. We have the most
talented group of people in Government working for OMB. They
are a treasure, and we work constantly to strengthen that.

To take the function of management and separate it would be to
separate it from the tools that we have to focus attention to man-
agement issues.

Let me go back to something I said a little earlier. The impera-
tive of obtaining funding, both in the President’s budget and the
appropriations process, focuses the minds of agencies, unlike most
other policy deliberation. I don’t believe a Director for Management
without the budget function would have the same ability to work
with agencies on issues that agencies would just as soon not have
help with sometimes. I think it is very important to keep them to-
gether.

Mr. HORN. I used to agree with you on that. When I had been
on President Nixon’s White House Task Force, I thought it was
such a great idea. They could use the budget to get some changes
in management. When I got back here it was very clear my friends
who were senior civil servants and real career people—they said
that nothing was happening over there, that they weren’t using
that power. So if you have a list of things where you have used the
budget to solve a management thing, I am glad to put it in the
record at this point.

Mr. LEW. There are examples of that, but I think more important
than the use of it is the threat of it. You don’t want to have the
budget process used to force management change. What you want
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is a process where you get agencies to focus on management prob-
lems, solve them, and do it in a collegial way.

It may be perhaps my philosophy of OMB and how the Director
of OMB should function, but in general I think you get a lot more
done by working with people than by holding a club over their
head. But having the club in your back pocket is very useful.

[The information referred to follows:]

VerDate 11-MAY-2000 10:30 Mar 02, 2001 Jkt 000000 PO 00000 Frm 00063 Fmt 6633 Sfmt 6633 C:\DOCS\70219.TXT HGOVREF1 PsN: HGOVREF1



60

VerDate 11-MAY-2000 10:30 Mar 02, 2001 Jkt 000000 PO 00000 Frm 00064 Fmt 6633 Sfmt 6633 C:\DOCS\70219.TXT HGOVREF1 PsN: HGOVREF1



61

VerDate 11-MAY-2000 10:30 Mar 02, 2001 Jkt 000000 PO 00000 Frm 00065 Fmt 6633 Sfmt 6633 C:\DOCS\70219.TXT HGOVREF1 PsN: HGOVREF1



62

VerDate 11-MAY-2000 10:30 Mar 02, 2001 Jkt 000000 PO 00000 Frm 00066 Fmt 6633 Sfmt 6633 C:\DOCS\70219.TXT HGOVREF1 PsN: HGOVREF1



63

Mr. HORN. I now yield 11 minutes to my colleague from Texas,
Mr. Turner.

Mr. TURNER. Thank you, Mr. Chairman.
I want to go back and just round out a couple of things that

might be helpful to me.
You acknowledged that OMB Chairs the CIO Council. I was ask-

ing about the relationship between OMB and the CIO Council.
What I was really looking for was, What has resulted from the re-
lationship between the CIO Council and OMB?

How often do they meet together? How often does the CIO Coun-
cil meet?

Mr. LEW. It is a monthly meeting.
Mr. TURNER. Maybe the best way to get at this—do the CIO

Council meetings have minutes of what takes place at the meeting?
Mr. LEW. I have people report to me on what happens at the

meetings, but I haven’t seen minutes, per se.
Mr. TURNER. Maybe it would be helpful to me if I could just re-

quest, with the chairman’s permission, copies of any minutes or
any reports that relate what kind of discussion has taken place at
these monthly meetings since the CIO Council has been in exist-
ence. That I think would be helpful.

Mr. LEW. I am not sure that we have minutes in a formal sense,
but we would be happy to get back to you with a description of
things that the CIO Council has worked on and deliberated.

Mr. TURNER. My expectation is that we will read a lot about dis-
cussions on current law, discussions about procurement, maybe
even some general discussions about the problems of computer se-
curity. I suspect that I will not find the kind of forward-thinking
initiatives and discussions on long-term use of information tech-
nology about which I am concerned, but if you could provide me
with that or the committee, that would be helpful to me to read
that.

Mr. HORN. Without objection, the referenced information will ap-
pear in the record.

Mr. TURNER. The other request that I think would be helpful to
me would be to see the documentation and copies of any reports,
memos, etc., that exist within OMB—at least for the last year—
that would reflect specific proposals, recommendations, or initia-
tives for long-term utilization of information technology in order to
make Government more accountable, more open, more efficient,
more cost-effective—those kinds of documents—so I can get a good
picture of what OMB is actually doing in terms of actual initiatives
or proposals for the greater use of information technology.

Mr. LEW. I would be happy to respond for the record in more de-
tail, but let me just note preliminarily that the way the CIO Coun-
cil is organized, there are committees that work in a number of
areas—there is a Security Committee, an Interoperability Commit-
tee, the Government Committee—and there are efforts underway
in each of these areas to have collaborative thinking about the fu-
ture.

I would be happy to get back to you. I am not sure what formal
documentation we have, but I would be happy to respond to what
I understand to be your inquiry.
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Mr. TURNER. And keep in mind that I am interested in what the
CIO Council is doing, but these committees you are referring to
within the CIO Council might be sort of mini-think tanks.

Mr. LEW. No, these are program people who run their informa-
tion offices. This is a not a think tank group. These are people with
real responsibilities to implement.

Mr. TURNER. Right. I understand that. But my greater concern
is, where is the point within the Federal Government where we
have the ability to actually initiate change with regard to the utili-
zation of information technology?

I agree with you that this has to be a partnership between these
agencies, CIO, and the OMB. I agree with many of your points, Mr.
Lew, about the relationship between budget and management, be-
cause we are talking about dollars. In order to give anyone in a po-
sition of a special assistant to the President on information tech-
nology the ability to do anything, they are going to have to have
some funds where they can direct it toward an agency to initiate
some information technology improvement.

So those issues certainly are linked. But I think it would be help-
ful to me to see what the work product has been with regard to
specific recommendations for change, initiatives that are occurring
and flowing from OMB out to the CIO or to the agencies them-
selves. That will give me a little bit better feel and understanding
of where I think we might need to go.

Mr. LEW. I would be happy to respond.
Mr. TURNER. Thank you very much.
Mr. HORN. I thank the gentleman for an excellent series of ques-

tions, and I thank you, Mr. Director. Sorry to keep you so long, but
we had a lot of things to ask about and you did a very good job.

Mr. LEW. Thank you.
These are very important questions that I think are central to

what we do at OMB and in the long-term the issues we appropriate
on every year are less important than some of these broader ques-
tions, which have to do with the direction that we are going and
the challenges we face. We need to keep the forest in mind as we
are pruning the trees.

Mr. HORN. We are glad to have you here.
We now have panel two, which is the Honorable David M. Walk-

er, Comptroller of the United States.
[Witness sworn.]
Mr. HORN. Please proceed.

STATEMENT OF DAVID M. WALKER, COMPTROLLER GENERAL
OF THE UNITED STATES, U.S. GENERAL ACCOUNTING OFFICE

Mr. WALKER. Thank you, Mr. Chairman and Mr. Turner. I appre-
ciate the opportunity to appear again before this subcommittee.
This is getting to be a regular occurrence. I think it was last Friday
that I was here last.

I would like to commend this committee at the outset for its con-
tinued focus on important management issues, and its willingness
to lead by example in this regard. I can assure the taxpayers of the
United States that they are getting their money’s worth with re-
gard to this subcommittee. I commend you for your combined ef-
forts.
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I have mixed emotions about appearing at this hearing for sev-
eral reasons. We have an ongoing and constructive working rela-
tionship with OMB in order to address a number of challenges that
face Government and in order to maximize the performance and as-
sure the accountability of Government for the benefit of the Amer-
ican people.

I can note at the outset that just as GAO has a number of dedi-
cated and hard-working professionals, OMB does as well in the
area of management. However, at the same point in time, I would
note that OMB does not have a confirmed leader as Deputy Direc-
tor of Management, which is a major problem and obstacle. And
second, OMB needs to have more people focused on management
and needs to spend more time dealing with a number of major
management issues.

Mr. Chairman, we believe that the Nation is at an important
crossroads. As you know, the cold war is over and we won. In addi-
tion, we are not fighting annual battles over budget deficits every
year. At the same point in time, this is the time that we need to
start asking ourselves not only what Government does, but how
Government does business. It is this second issue that this hearing
is about: how Government does business.

Our recent strategic plan demonstrates that many of the chal-
lenges that face the Nation are growing in complexity and inter-
dependency. In fact, they have no boundaries globally, domesti-
cally, or within the Government—either in the executive branch or
the legislative branch.

While individual departments, agencies, and program managers
have the primary responsibility for strategic planning and manage-
ment, it is critically important that OMB play a role in addressing
current and emerging issues of importance, high-risk areas, and
cross-cutting governmentwide issues.

In some ways, OMB is uniquely positioned to be able to address
governmentwide management issues because they have the ability
to leverage the budget process to assure that they get people’s at-
tention. As we know, Mr. Chairman, he or she who controls the
money you better take seriously. But just having that ability has
to be followed up by exercising and having accountability and con-
sequences periodically in order for people to take it seriously.

In OMB’s discharging its responsibility, it is important that they
serve in a variety of roles. They need to be a motivator, a
facilitator, an integrator, and at times, Mr. Chairman, an enforcer.
They need to assure there are consequences if appropriate actions
are not taken.

While OMB has taken a number of steps in this regard, much
more needs to be done in the management areas. In addition, the
management issues—a range of critical management issues—need
to be an integral and ongoing part of the annual budget process.
Individuals with management expertise in the relevant areas need
to be at the table at the time these issues are considered as part
of the annual budget process.

For example, Mr. Chairman, as you know, to OMB’s credit, they
have identified a number of priority management objectives
[PMOs]. In many cases there are a lot of commonality between
their PMOs and our high-risk list or our major management chal-
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lenges and program risks. They are not synonymous. There are
some gaps. But there is a lot of overlap.

But unfortunately, a lot of these PMOs do not have clearly de-
fined or measurable goals. Therefore, it is very difficult to ascertain
progress and to know when success truly has been achieved.

You have pointed to the most recent report OMB has issued,
which is the Fiscal Year 2001 Annual Performance Plan. If you
look at a lot of their measures, they refer to ‘‘working with.’’ ‘‘Work-
ing with’’ is good, but it is not a result. It is important that we
have clearly defined and measurable outcomes as the focus of what
we are trying to achieve in a more results-oriented Government.

In addition, OMB does not have enough people with the right
skills to focus on certain critical management challenges. For ex-
ample, strategic planning, change management, information tech-
nology, and human capital. These are critical management chal-
lenges that require a level of expertise in addition to leadership
and other behavioral attributes.

Furthermore, OMB needs to expand its horizons as to how it
measures success in certain circumstances. For example, GPRA has
to be much more than an annual paperwork exercise. GPRA must
be a foundation and framework for how Government does business
every day. It must be a foundation for moving toward more results-
oriented, accountable Government.

The CFO Act is much more than clean audit opinions. As you
pointed out, sound internal controls and compliance with the Fed-
eral Financial Management Improvement Act are also important
because what the CFO Act really is all about is how to ensure that
we have timely, accurate, useful information to be able to make in-
formed decisions every day.

IT is much more than Y2K. Computer security, e-commerce,
other issues are critical important as well. And human capital—
people—represents the missing link in the Government’s effort to
try to achieve a more results-orientation. We will never maximize
the performance and ensure the accountability of the Federal Gov-
ernment for the benefit of the American people unless we spend a
lot more time on the people element, and OMB has a critical role
to play. This cannot be turned over to OPM. They can make con-
tributions. They are making contributions. But this is a strategic
issue of major importance to the Government and our Nation. OMB
needs to focus more attention on the broader dimensions of these
challenges, and they need to be able to have the human and finan-
cial capital to be able to do so.

While OMB needs to focus on a broader range of management
issues, there are several models that could be used in order to ad-
dress these different challenges. I note several in my testimony.
There are several models that have been used in the past and
should be used in the future.

Basically, we need to follow the concept. The form that is used
must follow the function that is performed. And I will be happy to
answer in questions and answers some examples of that. In the
end, it really doesn’t make as much of a difference how one is orga-
nized as whether or not you have the absolute commitment from
the top, whether you have the people, the processes, and the tech-
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nology to make it happen and to maximize results and assure ac-
countability.

As I have stated before, Mr. Chairman, we have worked in a con-
structive fashion with OMB in the past, and where we have consid-
erable progress has been made. For example, Y2K and certain ele-
ments of financial management. We will continue to do so in the
future, irrespective of OMB’s role and their resource allocation. But
we do believe that OMB needs to place more emphasis on the ‘‘M.’’
We think that is critically important.

I would also close by saying, Mr. Chairman, in addition to OMB
placing more attention on the ‘‘M,’’ I think it is also important that
Congress pay more attention to the ‘‘M.’’ This subcommittee is lead-
ing by example in that regard, but much more needs to be done by
the Congress in the area of concerted and ongoing oversight in this
area as well.

Thank you, Mr. Chairman. I would be happy to answer any ques-
tions you might have.

[The prepared statement of Mr. Walker follows:]
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Mr. HORN. Thank you.
As usual, you come well prepared and you have a very fine pro-

fessional force that backs you up in the General Accounting Office.
Director Lew testified that agencies should not be expected to

meet all their stated goals. He also said that OMB is making
progress coordinating the Results Act implementation.

What are your reactions to his comments?
Mr. WALKER. First, I think it is important that you set

stretched—but attainable—goals. You don’t want to set goals that
are so easy to meet that they are a lay-up. I think you do want
to try to stretch people. But you want them to be attainable. There-
fore, I believe that a vast majority of the goals that you set for a
particular year should be achieved.

I think progress is being made with regard to the Government
Performance and Results Act, but I don’t think it is anywhere near
where it needs to be. I think people still viewing GPRA too much
as an annual paperwork exercise rather than recognizing that this
is the foundation for how they ought to be operating. People need
to recognize that in addition to preparing these plans, they need to
effectively change the way they do business consistent with these
plans in order to focus more on outcomes rather than outputs and
to focus more on results rather than processes.

Mr. HORN. Have you and your colleagues in the General Account-
ing Office had a chance to assess OMB’s fiscal year 2001 plan and
the fiscal year 1999 performance report?

Mr. WALKER. We have looked at it on a preliminary basis. We
haven’t completed it. I would say that the plan that I just referred
to, which is the 2001 plan—our preliminary review is that we are
somewhat disappointed. While clearly they prepared it and it did
meet the required timeframe, some of the goals and measures were
not as clearly defined and as measurable as they should be. And
candidly, I question whether they met their own standards for
what the agencies are supposed to do.

I think it is important for us at GAO, being the lead accountabil-
ity organization, as well as for OMB, being the representative of
the President in this area, to lead by example. So we haven’t fin-
ished our review, but it is somewhat disappointing.

Mr. HORN. Director Lew also testified that he would not separate
management from the Office of Management and Budget because
the budget issues drive the management ones.

What are your reactions to those comments?
Mr. WALKER. Well, Mr. Chairman, I have mixed emotions about

whether or not to separate management from budget. I care more
about the result and what needs to be done rather than how it gets
done.

In theory, having the ability to leverage the budget process is a
powerful tool. If properly exercised, I think it is desirable to keep
them together. In practice, I think that we have seen that the ‘‘M’’
has been clearly secondary to the ‘‘B.’’ I think there are different
ways we can try to achieve more equilibrium. If we don’t see more
leveraging of the ‘‘B,’’ then other alternatives need to be looked at.
But I care more about focusing more of the right kind of skills and
attention on the ‘‘M’’ than what the organizational structure is.

VerDate 11-MAY-2000 10:30 Mar 02, 2001 Jkt 000000 PO 00000 Frm 00100 Fmt 6633 Sfmt 6633 C:\DOCS\70219.TXT HGOVREF1 PsN: HGOVREF1



97

Mr. HORN. Your shop, the General Accounting Office, has done
a marvelous job over the years at the beginning of each Congress
to give us a high-risk series. Could you sort of summarize the five
most important things that the executive branch, regardless of
party—you can go back to 1991, if you want to—what is happening
on that front? Are they listening to the General Accounting Office,
which is part of the legislative branch? We depend on you very
greatly for the fine work that you do. But what about some of these
high-risk series? Are they just reports that gather dust for Ph.D.
students to analyze? Or is the executive branch taking it seriously?

Mr. WALKER. OMB has reviewed our high-risk list. They are
aware of it. In fact, with regard to the priority management objec-
tives, most of the items—not all, but most—that are included in
our high-risk list are addressed one way or the other in the priority
management objectives. A couple of examples of ones that are not
included would be the farm loan programs and NASA contracting
activities.

Yes, it is on their radar screen. As you know, Mr. Chairman, not
many of these areas have come off the high-risk list—not as many
as we would like—and in some cases they represent problems that
it took years to create it and will take years to get them off. I do
think it is important—as part of the agencies’ performance plans,
as part of the budget process and as part of the oversight process
in Congress that this be one of the central elements that contin-
ually gets focused on as an important area. What kind of progress
is being made in order to eventually deal effectively with these
areas?

Mr. HORN. What are the worst cases that we have? Medicare is
certainly one under the high-risk, but what else is there?

Mr. WALKER. There are a number. Computer security is one that
I know is of interest to yourself and Mr. Turner, in particular. That
is an area that, quite frankly, I would say is bigger and more im-
portant than Y2K. Why do I say that? I say that because it relates
not just to national security and economic security issues—those
are obviously important in and of themselves—but it also deals
with personal privacy. When you are talking about health records
and financial records and things that individuals hold close and
very dear to themselves, it cuts very close to the bone.

Acquisitions, DOD management—whether it be financial man-
agement or whether it be acquisitions at DOD—major challenges.
Much more needs to be done, and frankly, we are never probably
going to get a clean opinion on the Government’s financial state-
ments until DOD gets its act together. And while DOD is clearly
an ‘‘A’’ in fighting and winning armed conflicts, which is their pri-
mary mission, they are a ‘‘D’’ at best with regard to economy and
efficiency.

Those would be some examples, Mr. Chairman.
Mr. HORN. Well, I am glad we agree on that. I once held a hear-

ing, what did you do with the $25 billion we can’t find? We gave
them a couple of years and they finally got the inventories matched
with the combined various purchase orders and all the rest and got
it down to $10 billion. But you are right, that is a real mess. And
the first Secretary, Mr. Forestall, should have said, we are not
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going to have 149 different accounting systems, we are going to
have one. I don’t know how many they have now.

Mr. WALKER. For the record, Mr. Chairman, let me say that we
have been somewhat encouraged by what we have seen at DOD
over the last year or two. They do seem to be taking these issues
more seriously, but they have a long way to go.

Mr. HORN. Let me just mention one more question and then I
will have Mr. Turner the rest of the time.

Please elaborate on the point you made in your written testi-
mony, ‘‘OMB has not formally assessed the effectiveness of the dif-
ferent approaches taken by its statutory offices to promote the inte-
gration of management and budget issues.’’

How does this comport with the argument that budget and man-
agement must go hand in hand?

Mr. WALKER. There has been clearly some linkage in the past—
and we issued a report within the last couple of years. That report
looked at to what extent there has been some linkage between
management and budget issues—and we noted that there had been
greater linkage recently than there had been in the past. My point
is, not nearly enough.

And there hasn’t been enough considered analysis of how best to
go about doing that, which I think is important.

Mr. HORN. I thank you and turn back my remaining minute and
a half and 10 minutes to the gentleman from Texas, Mr. Turner.

Mr. TURNER. Thank you, Mr. Chairman.
Mr. Walker, you heard my questions directed to Mr. Lew. My

first question to you, you have already answered. I was going to
ask you if there was a need for greater emphasis on information
technology and its utilization. That was one of your four items that
you placed as areas of great need in our Federal Government.

I was looking through your written statement and it is replete
with thoughts about the importance of the emphasis on information
technology. One of your statements is, ‘‘The Government’s use of
information technology has suffered from management weaknesses
that have resulted in widespread, untapped potential to improve
service delivery.’’

Then later in your written statement you begin to discuss the
various approaches to provide flexibility in addressing management
issues. And you list several that I won’t go into, but things like the
single central leader approach, the council approach, the task force
approach, etc.

I want to thank you, at the outset, for the help your staff has
given me. Dave McClure and Jack Brock have been working with
me and my staff to try to address the issue I discussed at length
with Mr. Lew. For that I am very grateful. They are outstanding
individuals and they bring a lot to the issue. It has been very help-
ful and I appreciate them working through this with me and help-
ing me draft some proposals.

But let me just ask you, as a beginning point, if you can articu-
late your opinion regarding the way OMB addresses the issue of in-
formation technology. And in particular, Is it fulfilling the role of
developing and implementing long-term information technology for
the Federal Government?
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Mr. WALKER. This is an area that OMB had been placing effort
on, but frankly, they don’t have enough people with the right type
of skills to get the job done here. You mentioned before about
OIRA, for example. The answer Director Lew gave was that OIRA
has responsibility for the information technology area. At the same
point in time, if you listened—which I am sure you did—to all the
different responsibilities that OIRA has, all very important, but
very diverse responsibilities. Then if you look at how many people
OIRA has to be able to accomplish those responsibilities and if you
look at the skills it takes in order to be successful in addressing
each of those, they have almost an impossible task.

We clearly need more focus on information technology. We need
more skills in this area. We need to raise the profile of this issue.
But I think there are different ways to accomplish that end. OMB
is trying to do the best with what it has, but they need to do a lot
more.

Mr. TURNER. In your testimony a moment ago, when you were
discussing ways the Federal Government should address some of
these issues—information technology, human capital, and the oth-
ers that you mentioned—the first thing you said was that there
needed to be an absolute commitment from the top. As you heard
from my questions to Mr. Lew, that is really the place where I
begin as well, trying to figure out how we can structure something
that would put information technology in the hands of someone
who actually had that commitment from the top to do the job, long-
term information technology planning and implementation.

You have two able staff members working with me, but I would
invite you—if you have any thoughts of how, perhaps, we should
structure our approach to dealing with this information technology
issue—I have been pretty forthcoming regarding my suggestions.
You noted the reluctance of OMB with regard to the Koskinen-type
model.

Do you have any thoughts? I welcome your input and your sug-
gestions.

Mr. WALKER. Let me give you several thoughts, Mr. Turner.
First, as I mentioned before, form has to follow function. There

are various different forms that you can use in order to try to ad-
dress a management challenge, and they are noted in my testi-
mony. But part of it has to do with the function you are trying to
achieve.

I would say that in the information technology area we have cer-
tain short-term needs and certain recurring needs. One of our
short-term needs is that we really need to raise the visibility, and
raise the priority of a range of challenges in the area of information
technology. Computer security is one example and e-commerce is
another example. They are related, but not the same issue.

Therefore, one might say, ‘‘How best can that be done in order
to jump start it, in order to get the attention of all the persons in
the Government—and in some cases outside the Government—that
need to be mobilized?’’ That means cabinet officials as well. There-
fore, one might make an argument that there might need to be
some focal point similar to a John Koskinen-type situation in order
to get this thing going, and in order to get it focused, and in order
to try to achieve certain measurable milestones.
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However, there clearly is a recurring need in the area of informa-
tion technology, in the area of knowledge management, for exam-
ple, within the Government. There is clearly a recurring need for
a CIO, and for that CIO to be able to have high-level visibility and
support. And that is not something that I think in and of itself
would necessarily call for the czar model or the special assistant to
the President model.

You may want to think about the different roles and functions
that need to be achieved and what we are trying to accomplish over
what timeframe. There might be more than one model that would
make sense, depending on the functions that are involved.

Mr. TURNER. When you mention the CIO, are you referring to the
concept of a Federal CIO that would have oversight over and the
relationship of all the agency CIOs that are already provided for
in present law?

Mr. WALKER. That is correct, Mr. Turner. That is a recurring
need. That is a recurring function. And one could argue, as Direc-
tor Lew did, whether or not you need a czar-type function because
a lot of the activities the czar will be doing will be recurring in na-
ture. Unlike Y2K where you had a date certain that you knew you
were going out of business shortly after that date certain—either
you got it right or you didn’t and you would know, then there is
a market test, and then you could end up closing that down.

In the case of some of the activities in computer security and e-
commerce, it will be ongoing. At the same point in time, I think
that what you can say is, do you need to do some things differently
to get it started, to get it on the right track, and then to put it back
to another function and merge it with the CIO and recognize that
it is part of ongoing responsibility. You might need to do something
supplemental in order to jump start it.

Mr. TURNER. Maybe a short-term, year-long effort to place em-
phasis on it through some special high-profile type individual, but
also in conjunction with that there should be a Federal CIO that
would have ongoing, continued responsibility?

Mr. WALKER. I think you might want to consider that. As far as
the length of time and the scope of responsibility, that is something
that obviously deserves additional consideration and deliberation.
It is tough to get a whole lot done in a year, especially by the time
you get the thing started. But I think that is something you may
want to consider.

Mr. TURNER. It could be a Federal CIO and this individual that
is going to elevate the profile of the issue for a shorter period of
time. Could that perhaps be the same person?

Mr. WALKER. It is possible that it could be the same person. And
I think part of it has to do with what is trying to be accomplished.
Whoever it is, obviously, is going to have to have a tremendous
amount of support. And as Director Lew talked about, John
Koskinen is one person. John Koskinen had to have the support of
OMB, he had to have the support of the CIOs in all the different
departments and agencies, and ultimately whoever has this respon-
sibility or these responsibilities is going to have to have some
backup support both on the central basis as well as decentralized.

Mr. TURNER. As you could tell from Mr. Lew’s testimony, it is
going to be somewhat of a problem to be sure we structure such
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a proposal so that we can get—as you pointed out in your written
statement—the buy-in of OMB to this idea as well as the buy-in
of the various agencies and CIOs in those agencies. But I am con-
fident that your staff has the expertise to help us do that. I would
like to thank you again for your efforts to help move us in that di-
rection.

Mr. WALKER. Thank you, Mr. Turner.
I might also note that while I agree with Dr. Lew that OMB has

outstanding staff, I would hold the GAO staff up against them.
Mr. TURNER. Thank you.
Mr. HORN. I thank the gentleman for that round of questioning.

I think we have gotten very good answers from both you and Mr.
Lew.

General, we don’t need to detain you any longer since we have
had you on a number of committees here and working through the
performance issues. We appreciate very much you coming up. I
particularly enjoyed seeing your accountability study. That is a
good masterpiece and you do have a first-rate staff that does these
things.

I am interested, obviously, in the measurement and what is a
measurement while we are looking at some of these programs. I
asked OMB if they had a unit to deal with that, so I may as well
ask you, does the General Accounting Office have a unit that is
functioning in that area?

Mr. WALKER. We have an Office of Quality and Risk Manage-
ment. That unit, combined with our different operating units,
works together to try to define appropriate measures. You men-
tioned, Mr. Chairman, that we just published our first accountabil-
ity report, which really ought to be called a performance account-
ability report. Even in that, while we are trying to lead by exam-
ple—and we think we are in that report—there it is.

Mr. HORN. That is Thomas Jefferson’s memorial, correct?
Mr. WALKER. That is right. In fact, it includes a quote from

Thomas Jefferson in 1802 on the inside cover talking about the im-
portance of effective Federal financial management. It took us a lit-
tle while. We are still not there yet, but we are working on it. That
was 1802.

Mr. HORN. Here it is, April 1802. ‘‘I think,’’ said Thomas Jeffer-
son, ‘‘it is an object of great importance to simplify our system of
finance and to bring it within the comprehension of every Member
of Congress. The whole system has been involved in impenetrable
fog. There is a point on which I should wish to keep my eye, a sim-
plification of the form of accounts, so as to bring everything to a
single center.’’

He was quite a President. He was the first one to impound
money when the Army had too many barrels of oats and not
enough horses to eat them up. So he just impounded it. That is
what Presidents ought to have now, sometimes.

Mr. WALKER. And let me just say that even for our report, while
we are very proud of it—we are getting a number of positive com-
pliments back—and while I might note for the record, Mr. Chair-
man, I believe on your grading scale, we would have gotten an ‘‘A.’’
Of course, we wouldn’t want anything less than an ‘‘A.’’
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The fact of the matter is that we are constantly looking at how
we can revise ours and how we can improve ours. We all need to
be doing that.

So, thank you, Mr. Chairman.
Mr. HORN. We thank you. Thank you very much for coming.
We now go to panel three: Mr. James C. Miller III, counselor,

Citizens for a Sound Economy; Mr. Dwight Ink, president, emeri-
tus, Institute of Public Administration; and Mr. Herbert N. Jasper,
senior associate, McManis Associates.

[Witnesses sworn.]
Mr. HORN. We will begin with Mr. James C. Miller III, who is

a former director of the Office of Management and Budget from the
years 1985 to 1988. We are delighted to have you here.

STATEMENTS OF JAMES C. MILLER III, COUNSELOR, CITIZENS
FOR A SOUND ECONOMY; DWIGHT INK, PRESIDENT, EMERI-
TUS, INSTITUTE OF PUBLIC ADMINISTRATION; AND HER-
BERT N. JASPER, SENIOR ASSOCIATE, MCMANIS ASSOCI-
ATES

Mr. MILLER. Thank you, Mr. Chairman. I have a statement I
have prepared.

Mr. HORN. Without objection, your prepared statement will ap-
pear in the record.

If you could summarize your testimony, we could then get to
questions.

Mr. MILLER. I will do that.
First, I want to affirm a comment I heard from Director Lew.

The OMB staff, in my judgment, is the best in the Government. It
is the best I have ever seen. I think protecting and preserving the
professionalism, and integrity of the OMB staff is something you
ought to be concerned about and try to maintain.

The management side of OMB is much more difficult than the
budget side. When you talk money, people listen. When you talk
management, they don’t. The budget side is the benefits that agen-
cies receive. The management side is the cost because you followup
on what they are doing. The incentive structure is such that people
in agencies don’t want to pay attention to the management side.

Let me just give you a case in point. Mr. Turner raised the busi-
ness of collecting loans. Agencies don’t care about collecting loans.
Moreover, if you use information technology to engage in more effi-
cient management, just think of the incentives. First of all, from
the budgetary side, especially with hardware, you have to pay for
it all up front. You don’t amortize it in the Federal Government.
You pay for it up front. The benefits flow over a long period of
time—after most people who are heads of agencies are gone. Their
incentives are not to do that.

Second, if I had to add one recommendation to my testimony it
would be to privatize as many functions as you can. But you have
to bear in mind that sometimes you really get results. So be careful
what you ask for because you might get it.

During my tenure at OMB, we were successful in getting Con-
gress to enact legislation that allowed the administration to farm
out the collection of debts to private companies. And guess what?
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They collected the money. But there was such an uproar from some
people that there was an estoppel on the collection of debts.

So you realize that some of these things are going to generate
some backlash as well.

I don’t want to suggest that it is impossible to improve manage-
ment. There are some good case studies. Jerry Ellig, a colleague of
mine at George Mason University, just finished a study where he
found that FEMA was wonderfully productive and its leadership
had turned the agency around. Mr. Witt’s inspired leadership, the
use of information technology, the redirection and the refocus of the
agencys is a real success story. So it can be done.

Let me give you several recommendations. Give managers more
freedom to manage, but hold them responsible for results.

Second, you need to recognize superior management and success
cases, superior performance. I ask, rhetorically, when is the last
time you had an agency head up here and said, ‘‘Joe, you and
Sarah have done a terrific job. Tell us what you did and how we
can apply those lessons to other agencies?’’ So you need to use the
carrot as well as the stick.

I know, from experience, that Government officials are often the
object of criticism. It is those few little times that you get praise
that you remember and that spur you on.

Three, I think we need to be honest about all this reform and
what we can accomplish, what we can’t accomplish, what we have
accomplished, and what we haven’t. Frankly, some of the represen-
tations made about the National Performance Review and the Re-
sults Act, are terribly disappointing and/or misleading. I don’t
think they have done well at all. Coining names like reinventing
or reengineering—or all those acronyms—I mean, that is not going
to improve the management of Government.

Fourth, get rid of the agencies and the programs that don’t work.
Part of good management is knowing what works and what doesn’t.
If you are the CEO of a major firm, you are going to be constantly
on the lookout for programs that work and expand those, and di-
minish on drop those programs that don’t work. There is this long
list of agency programs.

My former boss, President Reagan, used to say that there is
nothing quite so permanent as a Government agency.

Fifth, you need to support OMB in grading of agencies. It is not
an easy job. You need to give them a lot of support.

Sixth, finally, I know it is controversial, but I urge you to try not
to separate the management and budget functions. The budget is
the stick that makes it work. Budgeteers pull on strings, manage-
ment people push on strings. It seems to me that you need the
power of the budget side to force the management responses.

There is one suggestion I have if you really do separate the budg-
et and management functions. You give the management person
the right to fire people, even cabinet officers. You get their atten-
tion. I don’t think the President is going to want to do that. After
all, these agency heads report to the President, not the Director of
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OMB or the management Deputy Director. But save that, it is
going to be very difficult, without the stick of the budget, to get
them to do something they don’t want to do.

Thank you, Mr. Chairman.
[The prepared statement of Mr. Miller follows:]
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Mr. HORN. We thank you. That is a very interesting bit of testi-
mony and you have had a vast experience on that.

Mr. Ink.
Dwight Ink is president, emeritus, Institute of Public Adminis-

tration, former Assistant Director for Executive Management in the
Office of Management and Budget. And that covers 1969 to 1973,
the Nixon administration.

Mr. Ink, we are going to have to move along a little, so don’t read
it. Just summarize it.

Mr. INK. I think I can summarize in about 5 minutes, if that is
acceptable.

Mr. HORN. That is terrific.
Mr. INK. My management views are based on a fair amount of

experience both as agency and bureau heads and in the OMB. So
it is an area where I have walked the walk.

I also had lead responsibility for what you mentioned earlier,
persuading Congress to support the establishment of OMB back in
1970, intended to give the President a better instrument for provid-
ing leadership in Government management. That has not worked.
The OMB has become more dominated by the budget process rath-
er than less, thereby limiting severely its capacity to provide this
management leadership.

OMB has had some very able people heading its management
role people such as John Koskinen and Ed DeSeve, and they have
done some very good work. But the budget dominated structure, in
my view, has made it almost impossible to achieve the broad and
sustained leadership role we and the Congress contemplated for
OMB.

Why? First, the budget process has become more complicated.
Within this budget pressure cooker, there is very little opportunity
or time left for top OMB officials to give more than just passing
attention to more than a few management issues. That is one rea-
son I support the chairman’s concept of transferring management
functions to an Office of Management within the Executive Office
of the President, where the leadership could devote full time and
energy to the task of making Government work better.

Second, the OMB budget process fosters tunnel vision. That
makes it very difficult to address cross-cutting issues that affect
many different departments and many different programs. OMB
examiners are extremely talented, but the work of each one is nec-
essarily focused on a few related programs. And it is very difficult
for them to shift attention from their main role to that of dealing
with management problems that cut across organization lines.

Third, the 12-month budget process places undue weight on the
annual budget targets and gives priority to the annual objectives
over long-term investments that can provide long-term economies
and higher quality. I found this contributed significantly, Mr.
Chairman, to our difficulties in developing the computer and infor-
mation systems and other technological improvements that are
needed to modernize Government operations. Federal managers
today have similar complaints.

Fourth, the preoccupation with the budget has, at times, weak-
ened the ability of agencies to improve operating effectiveness or
prevent waste and abuse. I recall instances in which this budget
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domination directly, although inadvertently, contributed to scan-
dals in agencies.

Fifth, OMB is embroiled every year in fierce political battles over
many budget issues, whereas the Office of Management would be
free of most of the baggage—through not all of it—that handicaps
bipartisan approaches to management reform.

Sixth, as has just been mentioned by the Comptroller General,
the OMB has neither the staff nor the type of contacts that provide
adequate early warnings of emerging agency problems that become
public issues.

Seventh, OMB lacks much of the specialized expertise that can-
not be stockpiled in the various individual agencies. This includes
program management, Government corporations, decentralization,
how to increase productivity, governmentwide reform—the list
could be very long.

An Office of Management would be freed of the mythology that
one must have the leverage of the budget to force agencies to im-
prove management. We found in the Executive Office of Manage-
ment that in most cases, the more we could distance our staff from
the budget process, as distinguished from distancing them from the
knowledge of the budget examiners—which we didn’t want to do—
and substitute for budget threats the positive leadership and as-
sistance, the greater our credibility, and the greater our influence,
both with the agencies and with Congress.

Although I do not regard direct involvement of the budget as nec-
essary, an Office of Management would need important tools in
order to have the necessary impact. In my written testimony I have
listed a number of those tools, such as the drafting of Presidential
Executive orders, legislative clearance, GPRA, and a number of
other important tools.

I believe that the needs of the President and the executive
branch require a management leadership capacity that is not, and
cannot be, provided by the OMB, no matter how able the Deputy
Director for Management might be. The Congress, I believe, has a
right to expect more with respect to the timely and effective imple-
mentation of legislation and Presidential initiatives. And perhaps
even more important, our citizens have a right to expect a manage-
ment leadership capacity, which OMB has provided, one that is not
so preoccupied with the budget process that it has little time to
focus on program outcomes and effectiveness of service delivery.

Thank you.
[The prepared statement of Mr. Ink follows:]
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Mr. HORN. Thank you, Mr. Ink. I appreciate that.
Herb Jasper is the senior associate for McManis Associates Con-

sulting Firm. He is a former professional staff member for the Bu-
reau of the Budget from 1956 to 1969. Now, despite my youth, I
do remember those years. You were there when the Eisenhower ad-
ministration was there, you went through Kennedy and up to John-
son. We are delighted to have you with us. You have had a vast
experience there.

Mr. JASPER. Thank you, Mr. Chairman and Mr. Turner. I appre-
ciate the opportunity to offer my comments on oversight of the Of-
fice of Management and Budget. I understand that your principal
focus is on the management functions, with which I have been as-
sociated for most of my career, particularly governmentwide man-
agement and organization. I would suggest that you would be hard
put to find that OMB has spent much time during the past almost
20 years on governmentwide organization and management. So I
am tempted to say you could have a brief oversight hearing, but
that would perhaps be unfair and I will explain more about that.

The 1993 OMB reorganization was based on the presumption
that you have heard frequently, that you can’t separate manage-
ment from budget. I evaluated this curious claim in detail in my
early 1999 testimony before this subcommittee on the proposal to
create an Office of Management. Contrary to that theoretical propo-
sition, this administration has demonstrated by its actions that one
can, indeed, separate management from budget. I refer, of course,
to the creation of the NPR whose work has not been distinguished
by its integration with the budget process.

Mr. HORN. The NPR being what?
Mr. JASPER. The National Performance Review, initially, and

now the National Partnership for Reinventing Government.
But OMB insists that it has elevated the role of management by

integrating it with the budget functions. GAO did find some evi-
dence that management issues have received more attention during
the budget process since then. But on the broader issues, I met
with the GAO study team when the study was just getting under-
way and urged them to examine the totality of OMB’s management
responsibilities. Unfortunately, they didn’t do that. You can read
their report and you won’t even find any recognition that there is
no capacity left within OMB to deal with governmentwide organi-
zation and management issues, with the possible exception of
GPRA and the three statutory offices of which you have heard,
OIRA, Financial Management, and Procurement Policy. But I want
to focus on what they have not done at all, rather than what they
have not done well. And in that category, I would include the
GPRA. But what they haven’t done at all is working on govern-
mentwide organization.

You will recall I also had the privilege of testifying on executive
branch restructuring in 1995. Curiously, you did not have an OMB
witness. And that is because OMB doesn’t know anything about ex-
ecutive branch organization. They have no people that work on
that. They have no experts on the subject.

Let me contrast that with the situation when I was in the former
Bureau of the Budget. In addition to a Management Improvement
Branch with about 10 professionals, there was a Government Orga-
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nization Branch in which I was 1 out of about 9 professionals. We
worked nine people, full-time, year-round on governmentwide orga-
nization and management issues. They have nobody now who does
that.

We worked on interagency coordination matters, sometimes ac-
complished through Executive orders, we cleared legislation with
respect to management issues; we wrote legislation; we wrote testi-
mony; we wrote reorganization plans; we worked very closely with
your predecessor committee and its counterpart in the Senate; and
last but not least, we recommended vetoes of bills with unaccept-
able organization and management provisions, practically unheard
of in recent years.

The absence of professional expertise in matters I have talked
about is illustrated by such developments as these. Executive or-
ders are now handled by OMB’s general counsel, not by the man-
agement staff. It is not known that lawyers are experts at issues
of Federal management.

Mr. HORN. Do you mean the counsel to the President?
Mr. JASPER. No. OMB has a general counsel to whom many years

ago, the responsibility to draft and review Executive orders was
transferred. Those often deal with precisely the kinds of things I
am talking about agency roles and responsibilities, interagency co-
ordination arrangements, and so forth. They used to be handled in
the Management and Organization Office, where I worked.

Another point. Political appointees have multiplied from three or
four when I was there to more than a dozen now. The five PADs,
or program associate directors, have had decentralized responsibil-
ity for things that we used to do, at least in an advisory capacity,
on a centralized basis either through the legislative reference proc-
ess or through the Office of Management and Organization, to
which the bills and testimony would be referred. I am again refer-
ring to these so-called resource management offices where the per-
spective is typically programmatic and oriented toward the political
image of the administration and its ability to get the bill passed,
no matter what the consequences are in horrendous administrative
and management provisions.

The result is that your efforts to elevate the ‘‘M’’ by establishing
a new post of Deputy Director for Management have been substan-
tially in vain. That is notwithstanding the fact that there have
been excellent people in that position when it was filled.

It is said that the White House doesn’t know or care anything
about management. That is probably true, not only in this adminis-
tration, but in others. That makes it all the more important that
there be a non-political perspective on management issues some-
where in the President’s family. We need to recreate the distinction
between serving the President and serving the Presidency. So long
as OMB is layered with political appointees and embroiled in the
partisan politics surrounding budget decisions, that will not hap-
pen in OMB.

During the Reagan administration, I was in a room where about
six or seven former directors of management or OMB were present.
They represented 40 years of experience in that position. Without
exception, they had all come to the conclusion that it would never
work effectively when harnessed with the budget process, which is
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not to say there is not a close relationship between the two. I fully
agree that there is. But, bearing in mind Mr. Turner’s question
about how to elevate attention to information technology, we need
to elevate attention to management across the board.

I would respectfully suggest that the chairman’s notion of a new
Office of Management is the best way to achieve your objectives of
elevating the attention to information technology because it can’t
logically be separated from financial management or from procure-
ment policy, or from any of the other management issues in the
agency. They must all be integrated.

The chairman will also recall that I appeared here on behalf of
the National Academy of Public Administration on IRS legislation.
We forecast then that the ultimate consequences of that bill would
be terrible, but they will be felt in the next administration, by the
next Commissioner. So this administration doesn’t care very much
about that. And we have already begun to see some of the unfortu-
nate consequences of that so-called reform legislation.

I will conclude by saying that I think you need to institutionalize
the professional expertise on management matters, and there are
three things you can do in that regard. One is to create the Office
of Management, which you have talked about for a couple of years
now. I have a copy of my testimony from previous occasions if you
want another one for the record.

Mr. HORN. Without objection, your prepared statement will ap-
pear in the record.

Mr. JASPER. Thank you.
Second, mandate the reduction of political appointees in OMB by

50 percent. And third, support legislation to establish a new Com-
mission on Government Organization, since OMB hasn’t a clue as
to how to deal with those issues.

Thank you very much.
[The prepared statement of Mr. Jasper follows:]
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Mr. HORN. We thank you for that.
I just want to recognize Mr. Ink. I believe you have testified be-

fore Congress for 50 years. Is that not correct?
Mr. INK. This is the 51st year.
Mr. HORN. Well, you look younger than ever, so it must be good

to testify before Congress. [Laughter.]
I want to call on the gentleman, the ranking member, Mr. Turn-

er, the gentleman from Texas.
Mr. TURNER. Thank you, Mr. Chairman. I don’t have any ques-

tions. I just want to thank all three of our panelists. It is always
a treat to have you before the committee. It is amazing how color-
ful and candid testimony can be from individuals who have
‘‘former’’ before their Government titles. We appreciate the fact
that you have continued to try to help strengthen the operation of
our Government, improve the management, and we always wel-
come your ideas. I think that our role as a committee is to try to
highlight those suggestions in the best way we can. By having you
come testify, it certainly helps that.

I would just like to say that each of you have a little bit different
perspective, but I gather that all of you believe rather strongly that
we are deficient in terms of the emphasis on management. We will
continue to work on those issues. As you all know, the chairman
has been an advocate of this suggestion of separating budget and
management for at least 2 years. And we want to continue to seek
your input and your help.

Thank you very much.
Mr. HORN. I have just a few questions before we adjourn.
Mr. Miller, looking back, did you devote more hours of your day

as Director of OMB on management or budget matters?
Mr. MILLER. Budget, in part because that is where the political

leadership, the elected officials, wanted to go. I don’t think I ever
recall receiving a call from a Member of Congress asking about a
management issue. A lot of times I received calls about budget
issues.

Mr. HORN. So it is fair to say that you spent 100 percent of your
time on the budget?

Mr. MILLER. No, not 100 percent, but probably more like 80/20
than 50/50.

Mr. HORN. And 20 percent were really on management?
Mr. MILLER. Yes. That would include regulation in that.
Mr. HORN. But nobody was looking at reorganization, better effi-

ciency, better measurement of programs, and all of that?
Mr. MILLER. Let me amend the statement by saying that my

Deputy, Joe Wright, was an expert in management issues and we
did have some division of labor. Joe spent more of his time—I
would say greater than 50 percent of his time—on management
issues.

But I agree with these gentlemen that at least the potential for
management improvement in Government has not been met.
Where we disagree is over how you accomplish it. I think, frankly,
and with all due respect, unless you have the management pro-
gram or the chief manager with sufficient tools, the agencies sim-
ply are not going to pay attention to him or to her. You must have
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appropriate incentives. Providing leadership and encouraging posi-
tive results simply is not going to work, in my experience.

Mr. HORN. In other words, you feel the budget clout presumably
helps reform on management. But the evidence is they don’t do
anything.

Mr. MILLER. I was just sitting here thinking and listening to
what they had to say. You wouldn’t lose much by trying. That is
to say, it hasn’t worked so far very well. If you set up a separate
Office of Management, I don’t think it would work, either, but you
might learn something from doing it.

So I am not so opposed to it, except to say that you have to have
the person who leads the office with appropriate incentives that are
going to change behavior. Right now, the Director of OMB has the
budget incentive to cause changes in behavior. If you split it off,
what do you have left? You have to replace it with something.

Mr. HORN. Let me ask these two gentlemen who preceded Mr.
Miller’s term as to the number of people that were interested in
and responsible for management questions within the former Bu-
reau of the Budget and what might be now.

As I remember, in the Eisenhower administration, you had
maybe two dozen people. Am I wrong on that?

Mr. JASPER. Probably more.
Mr. HORN. More?
Mr. JASPER. What I think would dramatize it is if I contrasted

the two branches, which I mentioned in my testimony, which ag-
gregated about 19 professionals, with what is left now doing all of
that. The answer is one. That is a counsellor to the DDM.

But the point is that the rest of the people in the number you
are remembering—it was probably more like 40—do have counter-
parts remaining in Procurement Policy, Financial Management,
and OIRA. Those all had precursors back in the Office of Manage-
ment and Organization that I was in before Dwight came. But the
point is that we had about 19 people doing what one is doing now.

Mr. INK. I had about 60, but we were doing all kinds of things
that OMB doesn’t even attempt to do now. We had to put a great
deal of effort, for example, into the outcome area, and not just the
input. We were very much concerned about outcomes from the
standpoint and perspective of families and communities. So I had
a group of my staff spending almost half their time out in the field
working with the field people. By the way, that is where most of
the Federal bureaucracy is, out in the field, not in Washington. The
OMB people now have no time to get out in the field. They have
no time to get out and see what is really happening, how things
are really working in the field where the interface with the public
exists. I had a number of people focusing on that.

We spent time drafting Presidential Executive orders, which by
the way, gave us some real leverage. The congressional clearance
process gave us leverage. But these were more in the way of posi-
tive leverages. They weren’t threats to the agencies. Our influence
grew the more we distanced ourselves from the budget.

By the way, departments and agencies learned long ago not to
mesh the budget and management people together the way they
are at OMB.
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Mr. HORN. One of the things I remember was the development
of the Marshall Plan. That was done within the old Bureau of the
Budget, was it not?

And TVA and Government corporations. They all had charters
figured out by a management group in the old Bureau of the Budg-
et.

Mr. JASPER. And recently, when an issue arose about Govern-
ment corporations, what they are, when to use them, and how to
use them, there wasn’t anybody at OMB who knew anything about
it. So they came to alumni on those and similar issues.

Mr. HORN. I think the important thing to remember is that the
same group that helped Roosevelt and Truman also helped Eisen-
hower. There were not political intrusions on the professional staff
under Eisenhower. He went in with more experience in manage-
ment and administration than any President in the history of the
country. He looked around the White House and he said, ‘‘Good
heavens, this place isn’t even organized.’’ He started with cabinet
secretaries, staff secretaries, congressional liaison, and so forth.
But he always had an interest in the management side.

We didn’t know and didn’t care if they were Democrats or Repub-
licans or Socialists or Libertarians or what. We just wanted their
expertise as to doing something in the management area. And that
is whom they called on.

Mr. INK. It was much easier for us to work with Congress on a
bipartisan basis than it is now. That is in part because the budget
issues are so formidable and there is so much partisanship associ-
ated with them. But it also grows out of the fact that when you
are involved in these kinds of budget issues, it spills over into the
management area.

When I headed the Office of Executive Management, I had some
distance from the budget process. When I came up to the Hill, as
I did frequently, I didn’t carry the political baggage with me that
was associated with these controversial partisan budget issues.

Mr. JASPER. Could I add just a point there?
I did the statistics on this once before, so I don’t have it readily

at hand, but if you look at the split in party control between the
Congress and the White House in the 20th century, you will find
that in the first half it was an aberration to have other than the
same party control both ends of the avenue. In the second half of
the 20th century, it has become virtually the model.

So the point is that partisanship has become much more of an
issue in public policy. And Dwight is exactly right. If we could di-
vorce the management from the budget, perhaps we could get more
agreement on the management issues than will ever be possible to
get with split party control on the budget issues.

Mr. INK. We always worked with the committees on a bipartisan
basis. And I would generally meet together with the Chair and the
ranking minority member, regardless of whether the Chair was
from the same party as the President or not. I worked under sev-
eral different Presidents and under those different circumstances.

Mr. HORN. Mr. Miller.
Mr. MILLER. Mr. Chairman and Congressman Turner, I have a

final suggestion.
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Do you know who the first Director of the Office of Management
and Budget as opposed to Bureau of the Budget was?

Mr. HORN. Wasn’t it Dawes?
Mr. MILLER. No, it was George Schultz.
Mr. HORN. You mean under Nixon. I was going back to 1921.
Mr. MILLER. No, he was the first BOB. But when they changed

it to the Office of Management and Budget, it was under George
Schultz.

Mr. HORN. And Weinberger also.
Mr. MILLER. Yes, Weinberger was then his Deputy.
Here is a person—actually, both of them—who have had enor-

mous experience in very high levels of Government and leading cor-
porations. They know management inside and out.

I would urge you to ask of them what they think and whether
they feel that their vision has been achieved. And if not, why not.
And ask them what they recommend you do going forward.

Mr. HORN. I was in to see the vice chairman of the U.S. Commis-
sion on Civil Rights and I went over to see them to get a cross-
cutting analysis in the budget on how much we spent on civil
rights activities. I had my own 12 lawyers go into every agency and
we graded them. That is where we got our grading mania. We got
some results, and they were very supportive on the management
side to really make sure something happened.

Any other questions, my colleague?
I want to thank the staff that put this together, and I thank this

panel. On my left, your right, is the staff director and chief counsel
to the Subcommittee on Government Management, and Randy
Kaplan is here with us also. And Matt Ryan and then Louise
Debenedetto from the General Accounting Office, and Heather Bai-
ley, professional staff member. Bonnie Heald is here, the director
of communications, professional staff member, Brian Sisk, our
clerk, and Ryan McGee, staff assistant, and Michael Soon, intern—
welcome Michael—and minority staff to Mr. Turner is Trey Hen-
derson, counsel, and Jean Gosa, minority clerk. In this last 21⁄2
hours we have had our court reporter, Arthur Emmerson, and we
thank you for coming.

With that, we are adjourned.
[Whereupon, at 12:37 p.m., the subcommittee was adjourned.]
[Additional information submitted for the hearing record follows:]
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